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POLICY FOR THE NATIONALIZED INDUSTRIES 


HUDDERSFIELD | 
SOCIET Y 




















all members of British Bankers’ 


Mortgages 








HEAD OFFICE: BRITANNIA BUILDINGS, HUDDERSFIELD 
LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2 
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BANCO ATLANTIDA 


(ESTABLISHED 1913) 
Head Office: LA CEIBA, Republic of Honduras, C.A. 





THE BANK IS IN A POSITION TO HANDLE EFFICIENTLY 
ANY COLLECTIONS ENTRUSTED BY FOREIGN BANKS, 
AND HAS SPECIALISED IN HANDLING SUCH BUSINESS 








OVERSEAS ENQUIRIES WELCOMED —- TRADE 
INFORMATION SUPPLIED CARMELO D’ANTONI, President 














BANCO VENEZOLANO DE CREDITO 


SOCIEDAD ANONIMA 
Capital Bs. 24.000.000,00 
Reserves | Bs. 2.910.718,52 
Undivided Profits Bs. 8.674.271,18 

MAIN OFFICE: SUR 2 No. 17 
Eastern Branch (Caracas) : Avenida Abraham Lincoln No. 180 
Affiliated Bank: Banco de Carabobo, Valencia, Venezuela 


Found in 1925 All Commercial Banking Operations 
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BRADBURY, WILKINSON & CO. LTD. 


DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
———@@@ 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 








TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 
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Sees: §=Through the pattern of the world’s economy 
nama §=6run the warp and weft of steam and electricity, 
Gememe =the most important sources of world 


Ca industrial power; and the most important 
es factor in the production of steam, either for 
generating electricity or fer industrial pro- 
cessing is BABCOCK steam raising plant, 

made by the world’s largest manufacturers 


of boilers and boilerhouse equipment. 











ad BABCOCK 
Makers of = i) STEAM 

neEeGNe. and RAISING PLANT 

MARINE BOILERS, 


and boilerhouse equipment 


























BABCOCK & WILCOX LIMITED 
BABCOCK HOUSE, FARRINGDON STREET, LONDON, E.C.4 
Works at RENFREW, DUMBARTON & OLDBURY 
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1200 sq. ft. of office space. T $ 
Cost to you in rent per tt ~ fe Ht oS 
annum? £1200... _ | sien, 3 ~ | ee See 
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NOW, MORE THAN EVER, Space is money. The storage of all the docu- 
ments any organization must keep, and keep safely, eats up expensive office 
space. The old system of storage — in filing cabinets and, at a later stage, in 
vulnerable and inaccessible transfer boxes—costs too much in money and 
Staff-time. 

The alternative? A// the information held in your records protected and 
secured on neat rolls of non-inflammable microfilm stored in less than 
1/100th of your present filing space. Always accessible, always ready for 
reference or reproduction. 

The three units which make up Burroughs Microfilming Equipment — 
the Recorder, Reader, and Automatic Processor—give you a complete, 
money-saving filing system that meets today’s needs for faster, simpler 
record control. Remember, too, with all Burroughs equipment comes 
Burroughs Service—on call always for supplies and service, ensuring the 
continuous efficiency of any installation. 

Call Burroughs about microfilming mow. Burroughs Adding Machine 
Limited, Avon House, 356-366 Oxford Street, London, W.1. Sales and 
Service offices in principal cities. 


BURROUGHS MICROFILMING KEEPS YOUR RECORDS 
IN A NUTSHELL 


cau. IN Burroughs §3) on 












OR THIS 


1 spool of 
microfilm 


... AND THIS 


All the information from those 
200 filing-cabinets in a space 
36’x103”x163”. Saving? 
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The three units which make up Burroughs 
Microfilm Equipment — the Recorder, Reader, 
and Automatic Processor — give you a com- 
plete filing system for handling all your records. 
In operation, the Recorder (shown below) 
can photograph documents, back and front 
simultaneously, or one side only, as desired. 
Suitable documents can be fed automatically at 
speeds of up to 400 per minute. Over 20,000 
clock cards can be put on a single rol! of film. 











NEVER BEFORE SUCH EASE AND SPEED 





film. 











The Reader (above) gives bright, clear 
original-size images that can be easily 
read even in a well-lit office. No 
photographic skill is required, nor the 
use of a dark room, to make prints of 
any image, either original size, larger, 
or smaller. 


Burroughs operate a speedy Processing 
Service for all microfilm work, but the 
Automatic Processor is available to 
clients who wish to process their own 





Send for the Mlan from 
Memington Fland 


He has a wide personal experience of every branch 
of business, a specialist’s knowledge of all 
office methods and technique. 








He can implement his suggestions from the world’s 
most comprehensive range of business 
machines, systems and equipment. 


HMemington Ftand 
SYSTEMS, MACHINES 
AND EQUIPMENT 


...the easier way to Office Efficiency 





Write for booklet * The Easier Way to Office Efficiency’ to DeptOE 142 
RAND LTD., COMMONWEALTH HOUSE, | NEW OXFORD ST., W.C.1. Tel: CHAncery 8888 





REMINGTON 

















Brands: Pig Iron 
“GARTSHERRIE”’ “EGLINTON” “BAIRDS H.P.”’ 
Foundry ° Forge‘ Hematite ° Basic ‘High Phosphoric 


Coke Nuts 


FOR INDUSTRIAL AND DOMESTIC PURPOSES 
Lime and Limestone 


BAIRDS & SCOTTISH STEEL LTD 
















































































Steel 


OPEN HEARTH PROCESS 
Blooms, Slabs, Billets and Sheet Bars; Light Rails and 
PIG IRON Rolling Stock Sections; Bars, Hoops and Strips; Reeled 


COKE NUTS Bars; Splayed Coopers and Baling Hoops 
LIME & LIMESTONE 














168 West George St. 
GLASGOW, C.2 Wrought Iron 
° 
: ; : 7 oops, Horse 

WROUGHT IRON Bars, Angles, Tees henna etc., Tube Hoop 

AND STEEL Shoeing Bars, Tyre Bars 

53 Bothwell St. 
GLASGOW, C.2 
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_ shares of the Co-operative Permanent earn 25°, with 


income tax paid by the Society. But that is not all. 





You enjoy the other advantages of a safe and convenient 
investment, security for capital, and the right to withdraw 
at short notice. 

To many people these are as important as the rate of interest, 
and by investing with this Society you can secure them all. 
Moreover, you have the solid background of a leading 
national society with nearly 70 years of service to the public. 


Assets £70,000,000 ° Reserves over £3,000,000 
7 INVEST SAFELY WiTH THE 


CO-OPERATIVE PERMANENT 


BUILDING SOCIETY 
NEW OXFORD HOUSE, LONDON, W.C.! Telephone : HOLborn 2302 


City Office: 163 MOORGATE, E.C.2 
Telephone : MONarch 3556 


“awa 








950 BRANCHES AND AGENCIES 
| HAVE SOMETHING SOLID BEHIND YOU 
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COMMERCIAL BANK OF SCOTLAND 
LIMITED 


Since 1810 the name of The Commercial Bank has been linked 

_ with projects—great and small—which have contributed to the 
development of Scotland. Through the years it has served the 
interests of Scottish men and women in all walks of life and 
in doing so has developed a tradition of friendly service. 


Wherever modern banking services are required you will find 


the Bank prepared to help. 


Head Office 


14 GEORGE STREET EDINBURGH 


General Manager... SIR JOHN MAXWELL ERSKINE, C.B.E.D.L. 


BRANCHES THROUGHOUT SCOTLAND 


’ Chief Office—62 LOMBARD STREET, E.C.3 
(Temporarily at 11-12 St. Swithin’s Lane, E.C.4) 
rane Seerenee : Kingsway Office—IMPERIAL HOUSE, KINGSWAY, W.C.2 


| West End Office—I15 REGENT STREET, W.| 
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PAID UP CAPITAL AND RESERVE 


JAB YVNACLELLAN eae 


( LIMITED.) 





LIT. 1,600,000,000 
OVER I50 BRANCHES IN ITALY 
eo BRIDGES e 
es Branches Abroad: 
TURKEY: ISTANBUL, IZMIR 
STRU CTUR AL LEBANON: BEIRUT, TRIPOLI 
STEEL WOR K ERITREA: ASMARA, MASSAUA 
e LIBYA: TRIPOLI 
STE EL PIP ELI NES SOMALILAND: MOGADISCIO, MERCA 
FOR . 
Representative Offices: 
HYDRO-ELECTRIC LONDON, FRANKFORT-ON-THE-MAIN, 
SCHEME 5 NEW YORK, BUENOS AIRES 
co 
Foreign Affiliated Banks: 
STEEL RAI LWAY WAGONS BANCO Di ROMA (FRANCE): PARIS, LYONS, 
MONTE CARLO 














BANCO Di ROMA PER LA SVIZZERA: LUGANO, 


CLUTHA WORKS, GLASGOW. Sit Reon 


Head Office:: \29 TRONGATE, GLASGOW. BANCO ITALO-EGIZIANO: ALEXANDRIA, CAIRO 
london Office:- CLUTHA HOUSE, 10,STOREY’S GATE 
Re), 1010), men, AP CORRESPONDENTS ALL OVER THE WORLD 























The CHASE MATIONAL B: 


| OF THE CITY OF NEW YORK 


(Incorporoted with Limited Liability under the Laws of the U. S. A.) 
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Through the Chase Banking organisation, with its broad contacts 

















throughout the United States, Anglo-American trade will find both increased access 
‘ to American markets and important facilities to expedite its transactions. 

: | # 

; Z ; The Chase Banking Organisation has Branches in: 


HAVANA, MARIANAO, SAN JUAN, P.R., SANTURCE, PANAMA, COLON, DAVID, CRISTOBAL, 
BALBOA, FRANKFURT / MAIN, HEIDELBERG, STUTTGART, TOKYO, OSAKA. 


Speciol Representotives in Mexico, D.F., Buenos Aires, Rome, Cairo and Bombay. 
The Chase Bank, Paris, 41 Rue Cambon. 





Correspondents throughout the world 


Main London Branch: 6 Lombard Street, E.C.3 
Bush House Branch: Aldwych, W.C.2 West End Branch: 51 Berkeley Square, W.1 





The Chase National Executors & Trustees Corporation Limited, 6 Lombard Street, E.C. 3. 














BARCLAY, CURLE 


& COY., LTD 
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+ Serres oe ol 3 
See Sate eo. 
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T.S.S. “UGANDA” 








Head CLYDEHOLM SHIPBUILDING YARD 
WHITEINCH, GLASGOW. 
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Following the successful application 
of the 


DENNY BROWN SHIP 
STABILISER 


to the 
P. & O. LINER “ CHUSAN” 


Contracts are now in hand for installation of 
Stabilisers in Cunard Liners, Orient Liners, 
P. & O. Liners, Royal Mail Liners and others 


BROWN BROTHERS & CO. LTD., © EDINBURGH 
ENGINEERS 


WILLIAM DENNY & BROS. LTD., DUMBARTON 


NAVAL ARCHITECTS 
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DIRECT SHIPMENTS TO AND FROM 


She 
PORT (OF IGUASGOW 


ON THE RIVER CLYDE 

serve at attractive charges 

INDUSTRIAL 
SCOTLAND 


and adjoining territory. 





FACILITIES OF THE FIRST CLASS FOR SHIPS 
AND CARGOES—FOREIGN AND COASTWISE. 


| | ite General Manager onl Secretary 


THE CLYDE NAVIGATION TRUST 


16 ROBERTSON STREET, GLASGOW, C.2 
TELEPHONE: CENTRAL 2695 














Every Banking Facility 


- 


AGENCIES UNDERTAKEN 
FOR FOREIGN BANKS 





Principal London Office: 75 Cornhill, E.C.3 
Principal Liverpool Office: 3 Water St. 


FOREIGN DEPARTMENT 
13 Spring Gardens, Manchester, 2 
76 Cornhill, London, E.C.3 
2 Castle Street, Liverpool, 2 : 


TRUSTEE DEPARTMENT 
57 King Street, Manchester, 2 
77 Cornhill, London, E.C.3 
51 Dale Street, Liverpool, 2 
| Upper Market Square, Hanley 
64-66 Church Street, Lancaster 


DISTRICT BANK 
LIMITED 


Head Office: Spring Gardens, Manchester, 2 
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In the 
Seaports of the East... 


from the Arabian Sea to the 
Pacific Ocean the branches of 
the Chartered Bank perform 
a wide range of banking services 
connected with overseas trade 
and local industry. 

Merchants and manufacturers 
in the United Kingdom 

who trade into the East are 
invited to consult the Bank’s 
managers in London, 
Manchester and Liverpool. 





THE CHARTERED BANK OF INDIA, 


AUSTRALIA & CHINA 
Incorporated by Royal Charter, 1853) 


Head Office: 

38 Bishopsgate, London, E.C.2. 
West End (London) Branch: 

28 Charles Il Street, London, S.W.1, 
Manchester Branch: 

52 Mosley Street, Manchester, 2. 
Liverpool Branch: 

27 Derby House, Liverpool, 2. 
New York Agency: 

65 Broadway, New York, 6. 


Branches of the Bank are established at most 
centres of commercial importance throughout 
Southern and South-Eastern Asia and the Far East. 


—_.._.. 












usiness men only 


‘How to save money 
time and effortin 
your business 


“4 Sow 








k™ YOUR BUSINESS EYE peeled for this poster 

and ask your secretary to get you tickets now 
for the Business Efficiency Exhibition, Kelvin 
Hall, Glasgow, Nov. 4-14. With rising business 
costs scaring the daylights out of most of us, 
here is an Exhibition that no business man can 
afford to miss — whether your annual turnover 
is ten thousand or ten million. This Business 
Exhibition will show vou a hundred and one 
practical ways in which vou too can save money, 
tume, labour and effort in your own business. 
Tear out this advertisement, pass it to your 
secretary and tell her to get you tickets. 
Efficiency Exhibition, 


Remember, Business 


Kelvin Hall, Glasgow, Nov. 4-14. 


your competitor will be at thé 


BUSINESS 
EFFICIENGY 
EXHIBITION 


Kolviny Hall NOV. 4-14 



























ROYAL BANK OF SCOTLAND 


INCORPORATED BY ROYAL CHARTER 1727 


Governor : 
HIS GRACE THE DUKE OF BUCCLEUCH AND QUEENSBERRY, K.T., P.C., G.C.V.Q. 
Deputy-Governor: THE HON. MICHAEL CLAUDE HAMILTON BOWES-LYON, D.L. 
General Manager: JOHN McARTHUR THOMSON. 























HEAD OFFICE: 
ST. ANDREW SQUARE - EDINBURGH 











During the two hundred years of its history the Bank has maintained 
a tradition of the personal touch and is to-day exceptionally well 
equipped to provide its customers with a Banking Service which is 
adaptable, individual and complete. 





BRANCHES THROUGHOUT SCOTLAND 


Correspondents throughout the World 


LONDON OFFICES 


3 Bishopsgate, E.C.2 TOTAL ASSETS It 


8 West Smithfield, E 


' C./ ASSOCIATED BANKS : 
g cron Crs! 166,583,788 civ mutts aco 
64 New Bond Street, W.! 


WILLIAMS DEACON’S 
BANK LTD. 






































THE 


FUJI BANK LIMITED 


(Incorporated in Japan) 
Established 1/880 


HEAD OFFICE : TOKYO, JAPAN 


announce a London Office has been opened 


at 


1-4 COPTHALL CHAMBERS 
ANGEL COURT, LONDON, E.C.2 


(Telephone No. : MONarch 1341/2) 





Total assets exceed £278,000,000 














GUARANTEED ANNUITIES 


THE greatly improved terms recently published, place us in the forefront of British Life Offices. 
Where NET income is the main consideration, the CAPITAL ANNUITY SCHEME is confidently recommended 
on account of the GUARANTEED RETURN of part of 








the capital invested and of the extremely favourable 
TO BANKERS tax position on the inccme therefrom. 
Bankers are invited to apply for fuller in- FRIENDS’ PROVIDENT & CENTURY 
formation and rates for this and other LIFE OFFICE 
attractive Annuity Schemes. Please mention 
Si. Peisiinn 7, Leadenhall! Street, London, E.C.3 











| THE PALESTINE DISCOUNT BANK LTD. | 


Paid-up Capital and Reserves : I£1.400.000.— 
HEAD OFFICE: 27, Yehuda Halevy Street, Tel-Aviv 


BRANCHES: Tel-Aviv: Dizengoff Rd. Branch, Pinsker St. Branch, 72 Allenby Rd. Branch, Eliezer Ben- 
Yehuda Rd. Branch, Wolfsohn Street Branch, Hatikvah Quarter Branch, Hamoshavot 
Square Branch, Shalma Rd. Branch. Jerusalem: Ben-Yehuda Rd. Main Branch, Mahane 
Yehuda Branch, Southern Branch. Haifa: Kingsway Main Branch, Hadar Hacarmel 
Branch. fFaffa: Jaffa Branch. Nathanya: Nathanya Branch. 


EUROPEAN REPRESENTATIVE OFFICES: 57, Avenue d’Iéna, Paris 16e, France 
U.S.A. REPRESENTATIVE OFFICES: 120, Broadway, New York 6, N.Y. 
Our organisation is designed to meet the needs of correspondent 
banks and overseas clients in the most efficient manner. 

TOTAL ASSETS EXCEED 25 MILLION POUNDS 






























SCOTTISH UNION 
ann NATIONAL 


rr INSURANCE COMPANY 





ESTABLISHED 1824 





3 r LIFE + FIRE + ACCIDENT 
es “~" PENSIONS + MARINE + AVIATION 








Special Life Terms to Bank Staffs 





HEAD OFFICE : 
35 ST. ANDREW SQUARE, EDINBURGH, 2. 


London Offices : 
Northgate House, 20/24 Moorgate, E.C.2 


and 
Monument in Edinburgh to Sir Walter Scott, Bart., 
First Governor of the Company. 45 Pall Mail, S.W.1. 









































- Whisky in its golden age embodies the rare skill 
possessed by those great Houses whose names 





guarantee perfection and distinguish preference. 





It is the one spirit that is “‘right”’ for every 
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Don’t be Vague 
ask for 


Hie 


qo 











occasion. So stick to Scotch—and give it a name... 
































THE BILL ON LONDON 


or the Finance of Trade by Bills of Exchange 


™ Written by the Management of Messrs. Gillett Brothers Discount Co., Ltd., it deals with 
the History of the Bill; its functions; the ‘‘quality’’ of a Bill; procedure and the cost of 
Bill finance, together with methods of use; specimens of forms and letters and, in fact, 
every conceivable aspect of the subject. 


1 This important and undoubtedly low-priced book will be of equal value to Executives, 
Managers and Students. 


NOW READY, ILLUSTRATED I5- Post Free 15/8 





BOOK SERVICE FOR BANKERS 


1 ALFRED WILSON’S CITY BOOK- DEPARTMENT keeps clients in- 
SHOP carries stock and offers formed of new and forthcoming 
service unequalled elsewhere. books on all subjects. 

@ GIFTS & GREETINGS are to be 


or 1 Delivery is free in City area; our 
found here in astonishing variety 


specialised postal service is known 
and beauty, quality and taste. throughout the world. Our service 
1 WILSON’S TECHNICAL SALES combines accuracy with speed. 


ASK FOR OUR LATEST LISTS OF BANKING AND COMMERCIAL BOOKS 
ALFRED WILSON LTD.|7 Ship Tavern Passage 
London, E.C.3 


| 
BOOKSELLERS | TELEGRAMS: PUNCTUALLY, LONDON 

















WEST” BEDRGE ST GLASGOW, 








pwce Of Popo 


Without paper many business activi- 
ties would come to a halt. Paper for 
printing and publishing. Paper for 
recording a million-and-one busi- 
ness transactions. Paper for cheques. 
All are necessary to daily routine. 


e Buildings 


9 


Corporation St 





MANCHESTER 


372 Corn Exchan 


177 Corporation St 


BIRMINGHAM 


LONOON. 
lvorex House 
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Tullis Russell speciality papers in- 
clude Sensitized Cheque paper and 
Sorbex Blotting—supplied for the 
main banks at home and overseas, 
both plain and water-marked. 


Tillis Russell t Co, Atel Te Poweers oF rain wine 
| ° PAPERS FOR PRINTERS 


ESTABLISHED 1809 


SCOTLAND 
Auchmuty & Rothes Paper Mills 
Markinch. Fife 






























Glasgow Industrial Finance 
Limited 
Directors: 

CoL. HUGH B. SPENS, C.B.E., D.S.O., T.D., D.L. (Chairman) 

J. PERCIVAL AGNEW, C.A. 

JOHN DUNLOP, 0.B.E., C.A., F.F.A. 
R. ALISTAIR MURRAY 
ANDREW RINTOUL, C.A. 


R. M. ROBERTSON 
WILLIAM WATSON, C.A. 


Alternate Directors: 
W. D. YOUNG, C.A. 
J. 1. MURRAY 


Managers: 


R. ALISTAIR MURRAY 
J. 1. MURRAY 


Secretary and Registered Office: 
J. F. A. GIBSON, c.A. 
175, West George Street, GLASGOW, C.2 
Telephone: CENTRAL 6242 — 


The function of Glasgow Industrial Finance Limited (‘‘ G.I.F.’’) 

is to assist and advise in the many aspects and problems of 

Company finance, the raising of further capital, the marketing 

of shares and the obtaining of quotations therefor on _ the 
appropriate Stock Exchange/Exchanges. 


Further particulars are contained in a brochure which may be obtained 
on application to the Registered Office of the Company. 

















Head Office: 
35 St. VINCENT PLACE, 
GLASGOW, C.! 








A LIFE ASSURANCE SERVICE 


for the Banker, whose discriminating clients expect 
the best advice in this, as in other financial matters 


SCOTTISH AMICABLE LIFE ASSURANCE SOCIETY 





London Office: 
17 TOKENHOUSE YARD, 
LONDON, £€.C.2 




















TO BANK MANAGERS 


ee 


since 1772 — regarding your customers’ 
JEWELLERY, SILVER, COINS and MEDALS. 


We will gladly advise you free of charge 


SPINK & SON, LTD. 


By Appointment ° 
5,6 and 7 King Street, Tel.: WHitehall 5275 


Medallists to the late 


King George VI St. James’s, LONDON, S.W.1 4 lines 


Please consuli us—we have been established 





























| Pitman Books 
* 


Elements of Economies 


By S. Evelyn Thomas. A new Tenth Edition of this 

standard work on the elementary. principles of 

Economic Science. Particular consideration has been 

given to problems of modern industrial organisation 

and international currency, and many practical examples 
have been included. 30/- net. 








Practical Braneh Banking 


By A. Forrester Fergus. Second Edition. 15/- net. 

‘* The author has succeeded in combining theory and 

practice in a manner which should render his work of 
the maximum use.’’—Natproban. 


Banker and Customer 


By S. Evelyn Thomas and Maurice Megrah. An account 

of the practice of banking in England with special 

reference to the relationship of the customer to bank 
services. 25/- net. 


Studies in Practical Banking 


By R. W. Jones. A Third Edition of this well-known 
book containing the Gilbart Lectures for 1932-1935. 


- net, 
. Much more readable than the average book on 
similar subjects.’’"—The Dark Horse. 


Pitman 











i 
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PARKER ST., KINGSWAY, LONDON, W.C.2 | 























THE SCOTTISH LIFE 
ASSURANCE COMPANY Ltd 


Issues Life Policies to meet all 
requirements 


MAY WE ADVISE YOU ON 


YOUR OWN AND _ YOUR 
CLIENTS’ NEEDS? 


Consult 
Head Office: London Office: 
19 St. Andrew Sq. 6 Old Jewry 
Edinburgh London, E.C.2 


BRANCHES IN ALL THE PRINCIPAL CITIES } 


A COMPANY THAT 


HAS ALWAYS PAID A BONUS | | 
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CLOTHS which bear the mark—the Three Fishes 0’ Peebles— 
and the name ELDECO, are recognised as being among the best 
and finest in the world. Their extensive range includes clearcut 
and covered worsted suitings, tropicals, gaberdines, aircords, 
worsted Shetlands, Cashmere sports cloths, overcoatings, 
trouserings and dress coatings. Though widely varied in style, 
they have one, most important, thing in common—an un- 


rivalled, world-wide reputation for excellence and high quality. 





BRITISH WOOLLENS 


Lowe, Donald & Co. Ltd., Peebles, Scotland. 


SHHHGHSHHHHHS 
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SAVINGS BANKS 








TRUSTEE 





FOUNDED 1810 
Certified under the Act of 1863 


There are 85 Trustee Savings 

Banks with over 1,210 offices in 

the United Kingdom and funds 
exceeding | 


£1,000,000,000 





In Scotland there are over 265 
offices with funds of over 
£265,000,000 


ANNUAL LIMIT OF DEPOSIT 
£500 


LIMIT OF DEPOSIT 


£3,000 


TOTAL 


Banks having a Special Investment 
Department can accept up to 
£500 in addition 





Separate accounts can be opened 
for special purposes 








SCOTTISH 
TRUSTEE 
SAVINGS 
BANS 


FUNDS AT NOVEMBER 20, 195! 
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A Banker’s Diary 





THE bankers and merchants of the City of London were able to gather for this 
years Mansion House dinner in much less depressing national economic condi- 
tions than in October, 1951. Last year the main feature of 
Britain’s Mr. Gaitskell’s after-dinner dirge had to be the warning that 
Breathing the gold reserves had fallen by $598 millions in three months. 
Space This year the main feature of Mr. Butler’s address was the claim 
that Britain had gained “an invaluable breathing space ”’ 
Last year each of the speakers at the dinner had to stress that the economic 
dangers facing Britain could not be overestimated; this year they had to 
emphasize that any upsurge of enthusiasm about Britain's apparent recovery 
must not be overdone. 

This warning may have to be re-emphasized and reiterated in what will 
seem to be an exasperating fashion in the months immediately ahead, for 
there are signs that the country may have to school itself to appraise—and, 
if it is wise, to discount—a spate of economic news that will look unusually 
good, but much of which will be misleadingly so. Some of this good news may 
centre in the monthly announcements on the state of the gold and dollar 
reserves. In September the sterling area paid out just under $5 millions to 
the European Payments Union, lost some $9 millions on its dollar trade with 
non-European countries, and received $27 millions of American defence aid; 
in consequence, the central gold and dollar reserves increased by $13 millions 
to $1,085 millions. It is already known that in October the sterling area has 
received $37 millions of gold from E.P.U.—for its accounts with Europe in 
September came back into surplus for the first time in eighteen months. It 
will also not be surprising 1f receipts of American aid in October have been 
above September's $27 millions, since the Treasury expects receipts of aid to 
average over $60 millions a month between October and December. Moreover 
—and this point has perhaps not been sufficiently emphasized in some current 
comment—the underlying trend of the dollar balance with non-European 
countries may be much better than September's figures suggested. In August 
and September, taken together, the sterling area’s accounts with these coun- 
tries were in approximate balance—and this despite the fact that over S150 
millions of exceptional payments were probably made in these months for 
purchases of dollar commodities under the Bank of England’s short-lived 
commodity arbitrage scheme; the licences issued under that scheme obliged 
traders to buy these dollar commodities before the end of September, although 
receipts from resales of these commodities to Europe are expected to be spread 
over the last three months of the year. There is much that can go wrong with 
the prospect that seems to be adumbrated by analysis of these trends, and it 
must be remembered that on December 31 of this year some $196 millions 
will have to be repaid in interest and capital on the North American loans. 
But since this issue of THE BANKER will come into readers’ hands almost 
simultaneously with the announcement of the state of the gold and dollar 
reserves on October 31, it seems wise to sketch in the background against 
which that announcement may have to be judged. 
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THAT background 1s, briefly, that the overseas sterling area, which ran a deficit 
of approximately £269 millions in the first half of 1952, now seems to have 
come back into something very lke overall balance; while 
The 3ritain, which—against all expectation—secured an external 
External surplus of £24 millions in the first half of the year, appears to 
Surplus have maintained its position. In consequence, the sterling area 
might temporarily be able to add virtually the whole of its 
heavy receipts of American aid to its sadly depleted dollar reserves; and, 
largely because of accidents of timing, it may well be able to do rather more 
than this between now and December 31. If this 1s achieved—and it needs 
again to be emphasized that the supposition is based on nothing more secure 
than a hopeful projection of existing trends—then the Commonwealth Prime 
Ministers, who meet in London at the end of this month, will find themselves 
in much the same position as Britain was in at the end of the great air battles 
of 1940. They have been driven back to the last barricades, but those barri- 
cades have held against the first fierce onslaught; their task now should be 
not merely to prepare for the next onslaught, but to plan for eventual advance. 
Proviced there is no early American slump, the next onslaught will come 
when stocks have to be increased again. At the Mansion House dinner Mr. 
Butler declared that Britain's “ stocks as a whole ’’ did not run down in the 
first half of this year; in fact there was some increase. There can be little 
doubt, however, that stocks of some imported raw materials did run down— 
and that they are going to run down further in the second half of the year. 
The improvement of £418 millions in Britain’s balance of payments between 
the second half of 1951 and the first half of 1952 (from a deficit of £394 millions 
to a surplus of £24 millions) was due to five factors: A cut of £207 in imports 
of food and raw materials, a cut of £41 millions in other imports, an increase 
of {111 millions in exports (mostly to the sterling area), a cut of £30 millions 
in travel expenditure overseas and a decrease of {29 millions in overseas 
intercs‘ payments. The cut in food and raw material imports from non-sterling 
countries amounted to nearly 20 per cent. 


MOREOVER, in the current half-year, these imports of raw materials from non- 
sterling sources are almost certain to go down again. The Treasury believes 
that Britain’s deficit with non-sterling countries will fall from 
Strategy {£244 millions to about {115 millions between the first and second 
of halves of 1952; simultaneously, thanks to import cuts by the 
Advance rest of the sterling area, Britain’s surplus with sterling countries 
is likely to fall by nearly £150 millions below the £268 millions 
achieved in the first half of the year. The trade and navigation accounts do 
not suggest that the massive projected cut in Britain’s deficit with non-sterling 
countries will be helped by any notable increase in British exports; and, 
in view of the end-year interest payments on the North American loan, the 
invisible account cannot be expected to show any substantial net improve- 
ment. If the target is to be achieved, therefore, it seems certain that imports 
of dollar raw materials—and therefore Britain’s internal stocks of them— 
must run down. The same is true of stocks of dollar raw materials, and of 
dollar capital and consumer goods, in the overseas Commonwealth. 
This, then, is the base point from which the Prime Ministers must plan 
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their strategy of advance. There can be little doubt what that strategy should 
be. An article in the September issue of THE BANKER set forth the required 
‘ Programme for the Commonwealth ” in some detail; briefly, the overseas 
dominions must make a sharp cut in their industrial investment programmes, 
and Britain must make a painful switch of resources from consumer goods to 
capital goods industries—so that investment, notably in the dominions, but 
also in the United Kingdom, can eventually be stepped up again. Moreover, 
when investment can increase again it must be directed to dollar-earning 
commodities; an analysis on page 265 of this issue suggests which commodities 
offer most promise of dollar earnings in the long run. If, but only if, a deter- 
mined plan of campaign 1s mapped out along these lines, the way may be 
cleared for some advance towards sterling convertibility. Whether or not 
such an advance would be buttressed and expedited by a stabilization loan, 
or some other form of further aid from North America, will depend partly on 
the identity of the new American President—and of his cabinet. But it will 
depend even more directly upon whether this month’s Commonwealth con- 
ference shows that the sterling area countries are willing to grasp the nettle 
of retrenchment, or whether they let yet another opportunity slip. 


THE problem of “ cheap sterling ”’ has raised its head again during the past 
month. The rates at which sterling is quoted have been strengthening steadily; 
by the beginning of the fourth week of October, the rate for 

Cheap “transferable sterling ” had reached $2.70, a figure at which 

Sterling the discount on the official rate had narrowed to a mere 3} per 

Again cent. This hardening betokened the persistent and substantial 

demand for transferable sterling by continental commodity 
shunters. Some indication of the importance of such operations was provided 
by the behaviour of the tin market following a surprise move by the Bank of 
England on October 20. The Bank's initiative took the form of a notice to 
traders in the Metal Market, requesting them not to sell tin to overseas traders 
where there 1s a reasonable assumption that the buyers will resell with the help 
of “ cheap sterling ” transactions. This request was immediately followed by 
a drop from {960 to £953 per ton in the price of the metal. The price thus 
went some way to adjusting itself to the prevailing discount on transferable 
sterling. 

Itis known that for some time past Dutch, Italian and even South American 
merchants have bid for tin, both in Singapore and London, and that a large 
part of the metal so purchased has found its way to the dollar markets; thanks 
toa considerable recent improvement in the technique of such transit trade, 
it is now apparently profitable to shunt so comparatively valuable a commadity 
as tin When the exchange discrepancy amounts to no more than 3 per cent. 
It must, however, be questioned whether the Bank of England’s attempt to 
deal with the problem in this piecemeal manner is really well calculated either 
t) underpin the crumbling efficacy of exchange control or to enhance the mer- 
chanting reputation of London. Shunting operations are still taking place in 
a large number of commodities, and it is difficult to understand why the tin 
market should be chosen for ad hoc remedial measures of this kind. Moreover, 
it is asking a great deal of the prescience of metal dealers to require them to 
foresee what their buyers will do with the metal that they acquire in the 
Singapore or London market. In any case, the attempt to defeat the “‘ cheap 
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sterling ’’ market by this technique can best be compared with the ettorts 
of King Canute and Mrs. Partington. The only fundamental answer to this 
undoubtedly tricky problem lies in eventual advance towards a more con- 


vertible pound. 


THE Commonwealth Bank of Australia has suspended, as from October 6, 
selective controls over the advances of the trading banks: the banks are now 
free to make what advances they choose except where this 
Easier Credit would conflict with the regulations governing capital issues. 
in This relaxation is, in part, merely the culmination of a 
Australia gradual trend. The selective controls, which were introduced 
in November, 1950, have never really succeeded in their 
original objective—that of preventing the provision of “ non-fluctuating 
working capital except in industries of special national importance ”’. Indeed, 
when the country really became enmeshed in acute financial stringency due to 
the huge balance of payments deficit (Some {A 500 millions in 1951-52) the 
Commonwealth Bank more or less ceased even to try to make them work. It 
announced that it would permit the commercial banks to adopt a “ more 
flexible attitude and, at the same time, 1t made large releases from the banks’ 
Special Accounts; after rising during each year since they were instituted, 
these accounts fell from a high point of £A 577 millions in May, 1951, to £A rg 
millions at the end of August, 1952. 

Two quite separate arguments have been put forward in favour of the new 
relaxation. The first—and quite false—argument is that relaxation can now 
be afforded because disinflation has gone far enough to give Australia a margin 
of unused resources. It is true that, thanks to the recent dampening of inflation, 
the most acute demands for labour in some of the basic industries have been 
filled, and many of the worst deficiencies of supply—with the notable exception 
of steel—in the basic secondary industries have been made good. But nothing 
at all has been done to secure the diversion of resources that is urgently needed 
to expand primary production and other basic industries on a long-term basis. 
The second argument put forward in favour of relaxation is that there is no 
harm in throwing overboard something that has never worked. The continuing 
growth in the proportion of bank advances going to manufacturing industry 
in the past year (22 per cent. in 1951 compared with 17 per cent. in 1950) and 
the continuing fall in that going to agriculture (from 27 per cent. in 194% to 
21 per cent. in 1950 and 18 per cent. in 1951) underlines the past failure of 
these controls. If the Australian Government was intent on pursuing a suffi 
ciently stern disinflationary policy, there would be some justification for this 
argument. But so long as any degree of inflation exists and so long as import 
controls and other forms of protection for manufacturing industries continue, 
it seems clear that Australia’s ‘‘ milk-bar’”’ type of secondary industry will 
prove sufficiently profitable to attract the continued favour of the banks. It 
also seems clear that the much more vital primary industries may get lost in 
the rush—partly because output is less quickly increased in them, and partly 
because of the great risks of fluctuations in output to which agriculture in 
Australia is especially exposed. This is plainly the wrong moment to throw 
away the bathwater of selective controls—on the rather debonair grounds 
that experience has proved that there is only a very small baby in it. Pre- 
sumably the very slight increase in Australian unemployment, and the very 
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heavy swing to Labour in recent Australian by-elections, provide the real 
explanation. 


[N the four wecks to September 17 net deposits at the London clearing banks 

rose once again, by over 459 millions to £5,92603 millions. Once again the 

whole reason for the increase lay in Government borrow- 

Bank Deposits ing from the banking system; in consequence, despite 

in a fractional fall in commercial bill portfolios, liquid assets 

September rose by £62.4 millions in the month, or from 37.4 to 38.0 

per cent. of deposits. An article on page 261 of this issue of 

THe BANKER discusses the effect that is hkely to be wrought on liquidity ratios 

in the next few months, as a result of the recent conversion-cum-funding opera- 

tions and of the eventual seasonal return of the Exchequer to an overall budget 

surplus. The September figures may mark the end of a chapter of high 

liquidity ratios; but, on present indications, it looks uncomfortably as if it is 
to be a chapter that will be repeated next summer and autumn. 

How far has the steady rise in liquidity ratios since April caused the banks 
to ease their restrictions on lending to private customers ? Once again the 
September figures provide no clear answer to this question. Bank advances 
fell by £63 millions in the month, while investment portfolios rose by nearly 


September 17, Change on 

1952 Month Year 

fm. £m. £m. 
Deposits o8 oe dine —_ 6126.0 TT Feag -~ 8.6 
‘Net '' Deposits * = ue 5926.5 + 59.1 - 5.4 

% tT 

Fiquid Assets wl i ee 2327.2 (38.0) 62.4 — 33-9 
Cash ee a i - 502.8 (8.21) —- 6.7 t oO.I 
Call Money : es - 529.8 (8.7) 13.6 —- 52.4 

Treasury Bills .. a = 1231.0 (20.1) + 56.2 } + 48 
Other Bills. 7 -, 63.7 (1.0) ~ 0.7 “3 
Treasury Deposit Receipts .. - _—e nia — 210.0 
Investments plus Advances .. a 3669.1 (59.9) - 3.6 + 239.2 
Investments... = - 1921.1 (31.4) + 2.9 + 367.8 
Advances a - sa 1748.0 (28.5) - 6.5 —- 128.6 


*Aiter deducting items in course of collection. } Ratio of assets to published deposits. 


{3 millions; the net fall of just over £3} millions in these two items combined 
compares with an increase of over {29 millions in September, 1951. It should 
be noted, however, that in September, 1950—when stocks were probably 
running down rather more steeply than they are now but commodity prices 
were certainly rising faster—there was very little net change in either advances 
or investments. There is no evidence to show that the rise in liquidity ratios 
in the past summer has taken the sting out of the new monetary policy; but 
It is fair to suppose that it shaved off some of the sting’s sharp point. 

One feature of the trend in deposits that deserves to be noted is the growth 
in deposit accounts since the interest allowance on them was raised from 3 to 2 
per cent. last March. Between mid-March and mid-September this year “‘ deposit 
and other” accounts rose by £242 millions while current accounts fell by £33 
millions. It should be noted, however, that the switch into—though not the 
stowth of—deposit accounts appears to have significantly slowed since the 
Treasury raised the rate of interest on tax reserve certificates from * to 1} 
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per cent. tax free in July. Expressed as a proportion of gross deposits, deposit 
accounts rose from 33.5 to 35.5 per cent. between mid-March and mid-June, 
but from only 35.5 to 36.2 per cent. between mid-June and mid-September. 


From now on there are to be nine major banks in Western Germany. Imme- 
diately after the war the three big German banks of pre-war days—the Deutsche 
Bank, Dresdner Bank, and Commerzbank—were split up into 

Germany’s thirty provisional “ successor institutions ‘’. This uneconomic 


New disintegration was due to American pressure; some Americans 
Banks still believe that a widespread branch banking system in any 


country is conducive to monopolistic control of credit. After 
lengthy negotiations, it has at last been agreed that the original disintegration ) 
was carried too far. Branch banking is now permitted on a wider scale, 





TABLE [ 


(Idm. millions) 
Balance Sheet 


Nine Major Banks Head Office Parent Bank Deposits Total 
Rheinisch-Westfalische Bank .. Dusseldorf... Deutsche Bank .. t,254 1,549 
Suddeutsche Bank a .. Munich .. Deutsche Bank .. 1,092 1,401 
Rhein-Ruhr Bank a .. Dusseldorf .. Dresdner Bank .. 747 965 
Rhein-Main Bank es .. Frankfurt .. Dresdner Bank .. 749 gol 
Bankverein West-deutschland .. Dusseldorf... Commerzbank .. 720 884 
Norddeutsche Bank a .. Hamburg .. Deutsche Bank .. 605 748 
Hamburger Kreditbank. . .. Hamburg... Dresdner Bank .. 574 654 
Commerz-und-Disconto Bank .. Hamburg .. Commerzbank .. 290 407 
Commerz-und-Creditbank .. Frankfurt .. Commerzbank .. 222 290 


although each bank has still to restrict its activities to one of three banking 
districts—centred on Hamburg, Diisseldorf and the Frankfurt-Munich area 
respectively. In consequence, the thirty provisional successor institutions have 
been re-amalgamated into nine major banks; and, asasign that thisisaccepted 5 
aS a more permanent form of organization, the three big pre-war banks are 
now entering into a more formal stage of liquidation. The assets and origins 
of the nine new banks, in order of size, are set down in the accompanying 
tables. The figures published here are drawn from balance sheets presented 
to stockholders at the end of September, but relating to the position of the 





TABLE II 
(IOm. millions) 


Bills and 


Treasury Equalization Other Balance Sheet 

Nine Banks Cash Bills Claims Advances, Assets Total 
Rheinisch-Westfalische 2 209 340 137 597 260 1,549 
Suddeutsche .. ” c+ ie 194 Igo 623 320 1,401 
Rhein-Ruhr - es ea go 240 gO 346 197 965 
Rhein-Main ap oe .. 104 170 Qo 360 177 gol 
Bankverein West-deutschland 127 23) 50 312 14 884 
Norddeutsche .. - es 74 152 S9 276 157 745 
Hamburger Kreditbank QQ L160 50 239 i44 054 
Commerz-und-Disconto | 25 75 16 73 Ss 107 | 
Commerz-und-Creditbank is 27 70 29 113 51 290 


new banks’ separate components at the beginning of this year. They are the 
first full banking figures to have come out of Germany since the war, and show 
that most of the new banks hold more liquid portfolios than some outside 
observers had supposed. 
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Gilt-edged after the Conversion 


HE salutary and overdue fall that developed in the gilt-edged market 

towards the end of September (while our last month’s analysis of the 

monetary scene was passing through the press) did not, after all, prevent 
the Government from launching its long-expected loan operations. The spasm 
of weakness forced prices of irredeemables down by 4 per cent. or more, and 
those of long-dated stocks by around 3 per cent., below the peaks attained by 
the end of the summer boom; and by October 1, when the new operations 
were announced, only part of these sharp losses had been regained. But the 
fact that the authorities evidently stuck to their time-table despite the malaise 
in the market does not earn for them any good marks for realism or boldness. 
The new issues, so far from aiming at a genuine funding, sought only the 
minimum objective of re-financing the impending maturities—and then only 
to the extent that this could be done without disturbing the market. In other 
words, they were directed exclusively to the short bond market, the one 
section that had been immune from the sudden revulsion of sentiment. The 
technical nature of this re-financing, successful though it has been within its 
narrow limits, has left many observers with the impression that it has not 
perceptibly altered the prospect for the longer term market. In one sense, 
that is true; for the fundamental need for genuine funding—the fear of which 
played a large part in precipitating the market’s tumble—still remains. But 
some interesting conclusions can be drawn from the particular tactics employed. 
These conclusions are certainly not without significance for the gilt-edged 
market as a whole, at all events for the short run. And they are even more 
significant for the future of monetary policy. 

Since the object was to deal with the £450 millions of 13? per cent. Serial 
Funding stock that matures on November 14 next (the shortest of the three 
stocks issued last November to fund {£1,000 millions of Treasury bills) and the 
{522 millions of 23 per cent. National War Bonds, 1951-53, finally due on 
March 1 next, the operation comprised an offer for cash and a conversion offer 
to holders of the maturing stocks. Cash subscribers were offered, to an un- 
limited amount, further tranches of the 1953 and 1954 13 per cent. Funding 
stocks at g8{ and 97 respectively and a new 3 per cent. Funding stock, 1955, 
at par; holders of the 1952 Funding stock were offered in exchange these same 
stocks, on terms equivalent to issue prices of 99, 98 and par respectively; and 
holders of the 1951-53 War Bonds were offered the 1955 stock at par. The 
point to note about these terms is that the turn offered by comparison with 
market prices of the existing tranches was small; on the basis of prices on the 
eve of the announcement, the cash price of the 1953 stock offered an improve- 
ment of 3/16 per cent. in redemption yield (to £2 15s. gd. per cent.), but the 
margin for the 1954 stock was a mere Is. 5d. per cent. (at virtually the same 
yield). The 1955 stock, the higher coupon rate on which will give it an advan- 
tage over its nearest rival, the 2} per cent. Exchequer Stock (February, 1955), 
offered roughly 1/16 per cent. more in redemption yield in acknowledgment of 
its nine months’ longer life. In other words, if the Treasury hoped to cover 
its maturities in full, it was not prepared to offer much inducement to ensure 
that it did so. 
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In the event, it has done rather better than the market expected, and 
possibly better than it had itself hoped at the outset. The cash offer produced 
£317 millions (over 42 per cent. of this, however, was in the one-year stock), 
while £719 millions of the £972 millions of the maturing stocks were tendered 
for conversion, leaving £105 millions of the November maturities and £148 
millions of the March maturities to be repaid in cash. The cash already sub- 
scribed will therefore cover the residual cash redemptions with £64 millions to 
spare, and the eventual result will be to reduce the floating debt by this 
amount. . 

If this had been an entirely normal market operation, the authorities 
would clearly have been entitled to regard this result as a notable success—in 
achieving a rather unambitious and “mainly technical objective. It would 
have meant that the banks and other institutional investors, who were sorely 
hit by the slump in gilt-edged in the eight months to mid-summer last, were 
now satisfied that Britain’s economy had progressed sufficiently towards con- 


THE OPERATION AT A GLANCE 


(£ mans.) 
By 
New Issues : Total Conversion For Cash 
17°, Serial Funding Stock, 1953 377 242 135 
1954 135 65 67 
2 1955 ‘374 409 Il5 
I 036 719 317 
Original Amount Repayable 
liupending Maturities : Amount Converted in Cash 
17%, Funding Stoc k, Nov. 14 7 “s 450 345 105 
24%, Nations al War Bonds, Mar. I - 522 374 48 
Q72 71Q 253 
Net red mption of float tne debt (at March 1) 2 64 
317 


valescence to rule out the risk of further doses of bitter monetary medicine, 
or of other major shocks for gilt-edged, at least for some time to come. The 
cheering news of the balance of payments and of the gold reserves in recent 
weeks has indeed encouraged many people to hope that this may be so; but 
few, if any, of the banks are yet prepared to back these hopes to the extent of 
spontaneously launching themselves into gilt-edged upon the scale indicated 
by the response to these operations, short-dated though the stocks in question 
were. Yet the success of this re-financing has depe nded absolutely upon the 
co-operation of the banks; without that co-operation the Treasury, instead 
of having a small margin of cash available to repay floating debt, would cer- 
tainly have been unable to meet the impending bond maturities without 
adding substantially to the existing excess of its floating finance from the 
banking system, thereby expanding both floating debt and bank liquidity. 
The key to this operation, in short, lies in the success of the authorities in 
enlisting banking support. It is not, however, easy to assess the precise 
degree of persuasion that was brought to bear; and even among the bankers 
most intimately concerned the assessment is far from uniform. Some of them 
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hold that although the approach to the banks was dressed up as a normal 
market operation, it was basically almost indistinguishable from the shock 
tactics of twelve months ago—when the clearing banks’ participation in the 
swap of Treasury bills for bonds followed a pattern clearly indicated by the 
authorities, with a round £500 millions neatly divided between the banks in 
proportion to their deposits. At the other extreme, some bankers affirm that 
they were not conscious of any over-persuasiveness, and declare that their 
own participation was what they themselves deemed appropriate—given, 
however, their knowledge of the official wishes. 

The authorities themselves were certainly at pains to shape the operation 
as a market issue, and to emphasize the differences from last November's 
abnormal technique. It was pointed out, in particular, that the cash offer 
was for an indefinite amount, and was not directly related to any given volume 
of bank holdings of floating debt or deposits. Secondly, a good deal was made 
of the distinction between a cash offer (which conforms to the principle of an 
open operation through the market) and last year’s exclusive offer to holders 
of bills; but, so far as “ cash” subscriptions from the banks were concerned, 
this particular distinction could not be sustained except as a formality. The 
banks could not have found the money unless the authorities had been prepared 
to buy bills to a more or less corresponding amount; it was obviously unthink- 
able that the discount market should have been put “in the Bank ”’ for the 
purpose. In fact, very large purchases were made by special arrangements 
with the banks and the market, and were evidently for account of the Treasury; 
for, although the maturities accepted extended well into December, the whole 
block was obviously treated as securities surrendered for cancellation, and the 
relevant Exchequer return showed a decline in the total bill issue by {271 
millions, although the week's excess of maturities of tender bills amounted to 
only £20 millions. 

The distinction between this operation and that of last year has therefore 
to be sought not so much in these purely technical forms as in the manner of 
the approach to the banks. There is no doubt that in the preliminary discus- 
sions with them the authorities drew attention to the abnormally high ratio 
of bank liquid assets (38 per cent. at the September make-up, virtually the 
level ruling before last November’s funding) and pointed out that cash sub- 
scriptions to the new issues could be the means of reducing this ratio to a 
more reasonable level, bearing in mind the seasonal reduction to be expected 
in the New Year. On this basis, the appropriate current ratio seemed to be 
under rather than over about 34 per cent. To produce that proportion for 
the clearing banks as a whole implied cash subscriptions from them amounting 
to nearly £250 millions—in addition to full conversion of their holdings of the 
maturing stocks. But since the liquidity ratios of the several banks showed 
wide variations (September’s range among the ‘“‘ Big Seven”’ was from 36.4 
per cent. to 41.5 per cent.), this formula left room for considerable differences 
in the size of individual applications measured as a proportion of deposits— 
especially as there was apparently no suggestion that the new level of liquidity 
ratios should be strictly uniform. In this sense the authorities took care to 
manage the operation more flexibly than they did last year; but it is not clear 
whether the latitude went much beyond this. This is the crux of the problem. 
To see it in perspective, it is necessary to glance first at the general relationship 
between the banks and the authorities. 
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TECHNIQUE OF PERSUASION 

Needless to say, no formal compulsion was brought to bear on the banks, 
either in this operation or last November; that is not the way of British 
banking. Even in pre-war days, long before there were any “‘ Clause Four ”’ 
powers in the background, the banks showed a high responsiveness to official 
wishes in matters of monetary policy. Although one or two of them would 
sometimes get out of step, the banks as a group would never deliberately 
pursue a contrary course—and, indeed, would generally deem it their duty to 
respond, in varying degree, to any reasonable official hint. The peculiar 
efficiency and smooth flexibility of the London market did, in fact, largely 
spring from this tradition of solidarity, based upon mutual confidence. This 
tradition still obtains—which explains why even the many arbitrary interven- 
tions of the past thirteen years have all been effected without recourse to legal 
powers over the banks (except, of course, in the quite special sphere of exchange 
control). The directional powers given under the Bank of England nationaliza- 
tion statute of 1946 have never yet been invoked; even the system of selective 
control of bank advances has been implemented simply by the Chancellor’s 
written (and sometimes oral) “ requests ’’, conveyed through the Governor of 
the Bank—though part of the system has, of course, rested upon the general 
statutory control of new issues. 

But although the methods employed have generally been informal, and 
have evolved naturally from the old tradition, the greater precision and 
frequency of the “ requests ’’, as well as the emergency conditions that gave 
rise to them, have given them a quite different character. The “ requests ”’ 
of recent years have been read virtually as commands, and some of the banks 
have tended to forget the traditional basis, recalling instead that the “ big 
stick ’’ of Clause Four lurks in the background. Much of the sensitivity, 
flexibility and mutuality of the traditional relationship has therefore been lost. 
This would have been a grievous loss in any circumstances; but in the circum- 
stances of to-day, now that the authorities have recognized the wisdom of 
moving towards orthodox monetary techniques, it is vital that the old relation- 
ship should be restored so far as possible. There is little virtue in re-creating 
the visible forms of a free market as a system of credit control—by variable 
interest rates, respect for orthodox principles of liquidity, and the lhike—if the 
market is required to work within conditions arbitrarily prescribed (whether 
the prescriptions take the form of enforced fundings, or of more fancy schemes 
that misguided theorists are constantly inventing under the pretentious guise 
of “‘ control of secondary reserves ’’). 

This means that if the authorities express a wish or give ‘“‘ guidance ”, it 
should be given and received under the rules of the game as understood before 
the war, leaving the commercial banks not only with wide flexibility 1n response 
but with complete freedom to judge the question on its merits in relation to 
their own individual circumstances—and in particular cases, therefore, con- 
celvably to make no response at all. Above all, 1t is necessary to demonstrate 
that a“ wish “ is not buttressed by the coercive force of arbitrary legal powers. 
But this does not mean that the authorities should surrender their weapons 
and submit to waywardness of a kind that might frustrate their policy. The 
responsiveness they constantly found in former time depended not only upon 
the reasonableness of their wishes but upon the recognition that they could, 
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in the last resort, enforce them by orthodox action in the market-place. Their 
ability to raise Bank rate, and to tighten the grip upon bank reserves, was a 
“big stick ’’ no less powerful, and much more flexible and effective, than the 
new weapon of arbitrary legal directive. In the last analysis, the virtue and 
effectiveness of the new trend towards orthodoxy will be in direct proportion 
to the strength of the conviction that there will be no inhibitions about using 
these classical weapons if need arises. But the banks as well as the authorities 
have to cultivate afresh not only the obvious techniques of orthodoxy but also 
the elusive but vital habits of responsiveness that were based upon them. 

Much has been done in these past twelve months; but, judged by these 
standards, there is still far to go. Some of the outward forms of orthodoxy 
have been re-created, but not its real spirit and virtue. The most generous 
interpretation of official tactics in last month’s operations is that they showed 
awareness of the need for greater flexibility in the relationship with the banks, 
and the approach was much more tactful and considerate than that of twelve 
months ago. but the banks were still left in doubt about their freedom of 
action. Some of them certainly construed the “ wish ”’ as a “‘ request ”’ in the 
post-war sense—as one, therefore, that they were virtually obliged to meet 
within the limits of flexibility implied by the particular formula. Others 
assumed a somewhat greater degree of freedom, and apparently acted 
accordingly. These differing shades of interpretation perhaps give the benefit 
of the doubt to the authorities; they may have been offering a greater flexi- 
bility than most of the banks supposed—but, if so, they should have reckoned 
with the habits induced by a decade of more arbitrary action. The respon- 
sibility for encouraging a more sensitive understanding 1s theirs alone. 

The upshot, in any case, is that the clearing banks as a whole took up by 
cash subscriptions an amount roughly equivalent to the aggregate sum implied 
by the formula for cash ratios, and certainly a larger amount than would have 
been taken if there had been no official persuasion. The actual amount was 
probably not much short of £250 millions; and the October statements of 
four of the ‘“‘ Big Five” banks available at the time this issue of THE BANKER 
went to press showed declines in the liquidity ratio ranging from 3.3 to 5.8 
per cent., reducing it to 33-35 per cent. If applications from the discount 
market and Scottish banks are included, the total banking response was pro- 
bably around £275 millions, so that only about £40 millions came from other 
subscribers, including official applicants. Moreover, the banks duly converted 
the whole of their residual holding of the maturing Serial Funding Bonds 
(probably a little over £200 millions) and apparently their smaller holding of 
maturing War Bonds as well. This conversion, indeed, seems to have been 
taken for granted by the authorities, even though the financial inducement 
offered was small: the official attitude was, of course, implicit in the form of 
the appeal for cash subscriptions, since any failure to convert maturing bonds 
would have frustrated the intentions of the liquidity formula. It was evident, 
too, that substantial conversion of War Bonds would come from the discount 
market; but since the new 1955 stock is too long to form a major slice of 
market portfolios, the conversion was probably limited to about half the 
maturing bonds, or to about £50 millions. Finally, it may be noted that the 
high proportion shown by the total of converted War Bonds implies that the 
authorities themselves held an important part of this issue; they were probably 
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also responsible for a large part of the {140 millions or so of conversions of 
Serial Funding Bonds by holders other than the clearing banks. ‘When due 
allowance is made for this official participation, it is at once apparent that the 
banks’ réle in the whole operation—in conversion as well as cash—was of pre- 
ponderant importance. 


GILT-EDGED PRosPpECT Now 

This being so, the monetary and gilt-edged policy implicit in these tactics 
was timid in the extreme. Even if the authorities can be exonerated from the 
charge of having brought undue pressure to bear upon the banks—and that 
is uncertain—it is apparent that they counted upon very large banking support 
and were prepared to enlist it. On the one hand, if fair freedom for the banks 
was intended, they were not disposed to offer terms generous enough to ensure 
a strong response on merit alone; instead, they preferred to run the risk that 
the maturities would not be re-financed without adding still further to the 
swollen level of floating debt and bank liquidity. On the other hand, if they 
were sure that the banks could be persuaded into large participation—even 
though it might have been somewhat smaller than that actually secured—a 
realistic policy would have treated this banking support as a foundation from 
which to build a genuine funding. Given their ability to sell shorts to the 
banks for cash, the risks normally inherent in appealing to the public on a 
medium or longer stock (which 1s unsuited to the banks) were minimized. If 
the public had subscribed only a portion of such an issue, the authorities could 
safely have taken the balance themselves for peddling out later on, without 
significantly diminishing their immediate scope for manoeuvre. Moreover, in 
such circumstances, there would have been correspondingly less risk of dis- 
turbing the market, since there would have been no pressing need to pitch the 
terms of the public issue at such a level as to induce a quick clearance. 

These, surely, were the minimum requisites of sound policy. Many people 
believe that the authorities should have looked first to the public for this re- 
financing, and only secondly to the banks—and then on terms that required 
little support by way of persuasion. But in fact, having chosen the timid and 
less orthodox route and secured strong banking support, they failed to capitalize 
the opportunity thereby created for a secondary and partially corrective 
move towards orthodoxy by an effort at genuine funding. As it is, despite 
the ample co-operation of the banks, the only achievement has been a technical 
one—to ensure that the recent excessive liquidity of the banking system would 
not be further aggravated by the re-financing of the maturities that lay 
immediately ahead. 

The short-run implication for the gilt-edged market seems clear. If there 
had been a drive for honest funding, the barometer of monetary pressure on 
the market would have swung sharply to “‘ stormy,”’ just as it momentarily 
did in September. As it is, the reluctance of the authorities to increase the 
pressure suggests an immediate forecast of “set fair’’. But the pressure 
cannot long be manipulated against basic forces, and policy in the coming 
months will be strongly influenced by the trend of Government expenditure, 
of bank deposits and liquidity ratios; by the competing demands of other 
borrowers; and by the large maturities that loom ahead. These trends are 
examined in the following article. The impression they give is that the further 
outlook is unsettled—and might be squally. 
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Liquidity Ratios before the Budget 


AST month’s loan operations, as the preceding article demonstrates, 

entirely ignored the recent pleas for efforts to reduce the level of bank 

deposits by means of a genuine funding of the Government’s excessive 
borrowings from the banking system. They have also failed to achieve any 
perceptible degree of funding of the purely technical kind, by an exchange of 
liquid assets for bonds within the confines of the banking system itself. Despite 
the strong response secured from the banks—a response based on arguments 
about the need to reduce the glut of bank liquidity—the eventual effect of 
these operations, taken by themselves, will be a reduction of less than 2 per 
cent. in liquidity ratios. The sharp reduction brought about immediately by 
the cash subscriptions will be substantially offset when the unconverted portions 
of the maturing bonds are repaid in cash this month (requiring £105 millions) 
and on March 1 next (£148 millions). Moreover, while the instantaneous effect 
was to reduce bank deposits slightly (to the small extent of cash applications 
from subscribers other than the banks and the authorities themselves) the 
later effect will be to raise deposits by at least the greater part of the £253 
millions of cash repayments. 

The tactics of the operation were therefore framed in complete disregard 
for the considerations that have been most prominent in public criticism of 
financial policy in the past six months—the huge scale of the Government’s 
current deficit, the trend of which has been strikingly at variance with the 
intentions of the budget; the even more violent growth of Treasury borrowings 
from the banking system, which have been obliterating the effects of the 
squeeze upon credit for the private sector of the economy; and the conse- 
quential inflation of the banks’ liquid assets. At last month’s Bankers’ Dinner, 
even the Governor of the Bank came near to endorsing these criticisms of this 
years Treasury finance, and he definitely sponsored them as principles to be 
enjoined upon the Government in the framing of its policy for the future. 





THE EXCHEQUER DEFICIT 

The reasonableness of the Chancellor’s conversion tactics cannot therefore 
be justified—even within the narrow limits of purely technical objectives— 
unless he is right in his assumption that his huge current deficit will be substan- 
tially corrected by the end of the fiscal year. At October 18 last the “‘ above- 
line” deficit for the six and a half months stood at £382 millions, or £289 
millions worse than at the similar date in 1951-52; the ‘‘ below-line ”’ deficit 
stood at £326 millions, or £17 millions worse; hence the total deficit was no 
less than £708 millions, showing a deterioration of £307 millions—in contrast 
with an improvement envisaged in the budget, on a true comparison, to the 
extent of {g1 millions. If the budget estimates were to be exactly achieved 
(so as to show a true “ above-line ”’ surplus of £426 millions before crediting 
defence aid) the “‘ above-line ’”’ account would have to better last year’s per- 
formance by no less than £335 millions in five and a half months; and, in 
addition, there would have to be a gain of £62 millions ‘‘ below ” the line (to 
produce a true overall deficit of no more than {80 millions). 
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Undeterred by these astonishing figures, and by the fact that the trend is 
still deteriorating (though not so fast as a few months ago) the Chancellor has 
reaffirmed his belief that “any shortfall on the estimates I made last March will 
not be so serious as to defeat the ends [| had in mind”. The reasons for this 
hope are too well known to need repetition in detail; the principal considera- 
tion, though not the only one, is that most of the £228 millions of additional 
revenue for which Mr. Butler budgeted was not, in any case, expected to be 
collected until late in the year. Nor, at this stage, is it fruitful to try to 
scrutinize the official assumptions. But some shortfall is virtually certain. 
For example, an excess of expenditure on the debt service and, below-the-line, 
a continuing excess of borrowings by the local authorities are now taken for 
granted. Hence, even if excesses on other specific expenditures, such as the 
Danckwerts award, were to be balanced by savings elsewhere—a very optimistic 
assumption—the total expenditure would surpass estimates by, say, {60 
millions. On the other hand, althouga the Chancellor might reap his big 
expected harvest from income tax and profits tax, it will be surprising 1f there 
is not a substantial shortfall on indirect taxes. This suggests that, on a true 
reckoning (1.e. ignoring credits from defence aid), the overall deficit is likely 
to be at least £140 millions, and could easily be as much as, say, £300 millions, 
compared with £171 millions in 1951-52. 

Given the poor performance of national savings in this fiscal year (and also 
of tax reserve certificates, until last July's emnes in the rate allowed on the ‘m), 
this kudget prospect hardly warrants the authorities’ neglect of the need for 
genuine funding—even if it could be assumed that the abnormal inflation of 
the deficit during the lean revenue quarters has done no lasting damage. But, 
in any case, the failure to neutralize the market effects (and, therefore, to some 
extent, the credit effects also) of the deficit by sufficient sales of securities 
to the public ought to imply that they will not significantly cushion the defla- 
tionary effects of the collection of their revenue surplus in the early months 
of the New Year. Otherwise, even if the budget outturn were to reach the 
Chancellor’s expectations, the bank deposits created in the lean phase would 
not be extinguished during the phase of surplus—especially as part of that 
surplus will reflect surrenders of tax certificates instead of cash payments. 

3ut if the seasonal pressure is not relieved, the impact upon the banking 
system—and conceivably upon the gilt-edged market, too—could be extra- 
ordinarily severe. If the budget shortfall is to be no more than £60 millions, the 
overall surplus of revenue during the final quarter of the fiscal year (even 
assuming there is no further net deterioration before end-December) will have 
to reach about £800 millions, compared with £465 millions in the final quarter 
of 1951-52. In this period, it is true, the Treasury will probably be financing 
a surplus on the external balance of payments, which in the quarter to last 
March was still in deficit; but this strain from overseas sources would hardly 
absorb more than about a quarter of the additional surplus of domestic revenue. 
On this basis, and assuming all other domestic monetary factors (including 
the behaviour of bank advances) exerted the same effect as last year, the 
clearing banks might expect their deposits to fall next quarter by some £250 
millions more than the £350 millions by which they fell in the revenue quarter 
of 1951-52. On the takes hand, if the budget shortfall reached the larger of 
the figures mentioned above (making a total overall deficit of £300 millions 
for the year), the quarter’s fall in deposits, on the same theoretical hypotheses, 
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would be about £450 millions. But, in either case, there would be a much 
more than proportionate seasonal impact upon the banks’ liquid assets, because 
last year's smaller seasonal pressure was partly absorbed by Treasury deposit 
receipts (the residual {101 millions of bank holdings of which were redeemed 
in the revenue quarter). 

At this point, the banks can reflect upon one technical advantage that 
accrues to them from the result of the conversion operation. Within the 
limited sphere of official management of the money market and of liquidity 
ratios, the conversion will act as a smoothing device. The cash subscriptions 
have forced down bank liquid assets and ratios in the third quarter when 
their seasonal trend is upwards; and the repayment of the £148 millions of 
unconverted War Bonds will cushion the cancellation of floating debt and of 
bank deposits during the revenue quarter—and if the “ departments ’”’ buy 
the bonds in advance of their maturity on March 1, as they are likely to do, 
the relief may be brought forward into the phase of maximum revenue collec- 
tions. Taking this factor into account, the best likely outturn of the budget 
would imply a net decline of deposits by £450 millions during the quarter, 
while the bigger deficit postulated above would imply a decline of only about 
£300 millions—actually less than last year’s. 

Bankers who take a pessimistic view of the budget result need not, therefore, 
be disturbed about the future of their liquidity ratios, despite the fact that the 
seasonal revenue surplus will in any case be larger than usual. Indeed, even 
on the more favourable assumptions about the budget, the liquidity prospect 
is better than might be supposed. Between now and the end of the calendar 
year the redemption of the Serial Funding bonds and the seasonal revenue 
deficit (the credit effects of which will not, as last year, be offset by the 
Treasury's receipt of finance from a large external deficit) will make good 
much of last month’s decline in liquidity ratios. Similarly, net bank deposits, 
which in September were only fractionally below their corresponding 1951 
level, are likely by end-December to show an appreciable rise on the year. 
Calculations made on the same hypotheses as those indicated above suggest 
that on the best budgetary assumption the liquidity ratio would be unlikely 
to be below 30 per cent. by end-March, though it might dip momentarily 
below that point in February if the relief from the War bond repayment were 
not brought forward by official purchases in the market. On the pessimistic 
budgetary assumption, however, the end-March ratio would not be as low as 
32 per cent., and the ratio without War bond relief would probably be 
above 30 per cent. 

It should be emphasized that, as forecasts, these many figures would be 
hazardous in the extreme. But they make no pretence of prophecy; they are 
deductions from stated assumptions about Government finance, with many 
other unknowns assumed constant, and they are given to suggest the broad 
shape of the picture. The pattern that emerges makes the recent re-financing 
operations look even more unambitious than they appeared at first glance. 
They suggest that the authorities neither wish to press upon bank liquidity 
nor expect that there will be any early need to do so—for the end-March 
position projected above marks the seasonal low point for the whole year. 

_ Similarly, the whole operation implies an undue tenderness towards the 
gilt-edged market. The feeling may be that the market has troubles enough 
in store already—in the shape, for example, of £100 millions or so required for 
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Transport, another big slice for Gas, with Colonial borrowers and voracious 
Electricity not far behind. But if the wider pattern of the national economy 
suggests the need for a more direct and genuine funding than these particular 
issues might involve (some of them would fund bank advances), it is not a 
sufficient answer to say that other borrowers are getting in the way of the 
Government. 

Moreover, if orthodox monetary policy is to play its part effectively i 
wider policy, the Treasury will find the task of managing its towering avr: Po 
of debt maturities more tricky than in recent years. The ominous character 
of that procession leaps forth from the accompanying table. Yet the Treasury, 
in this latest operation, has been content merely to push the reckoning a little 
further off. Because the intention was to lean heavily upon the banks—with 


THE BURDEN OF MATURING DEBT 
(Based on final dates; optional maturities, and also the residual final maturities of November 14 
and March Tt next, are ignored.) 


£ mns. 
1953 13% Funding Stock (Nov. 14) .. ' - és “See 1.28 
1954 23% National War Bonds, 1952-54 (Mz arch 1) 27 és ba 810 3°) 
1954 1%, Funding Stock (Nov. 14) .. - uP ‘“ ei 485 ; 

. : 220 
1955 21% Exchequer Stock (Feb. 15) - es rr m i 7a. 
1955 3%, Serial Funding Stock (Nov. 14) a ar .% 5g 52 : 
1950 24% National War Bonds, 1954-56 (Aug. 15) és - - $26 999 
1957 23°,. Funding Stock, 1952-57 (June 15) o - - a 101 

Total repayable within 5 vears - is 3,658 
1958 3°%%, National Defence Loan, 1954-58 (July 15) £38 a a ka 321 
1959 3%, War Loan, 1955-59 (Oct. 15) ii - < 39 bid ns 303 
1961 24%, Funding Stock, 1956-61 (April 15) ae 7 - “s = 805 
1965 3% Savings Bonds, 1955-65 (Aug. 15) . 713 
1907 24% Savings Bonds, 1964-67 (May 1) 753 

Total repayable within 15 years mi - 6, 553 


the object, presumably, of avoiding disturbance in the market—it was neces- 
sary to offer only short-dated securities. And, although the authorities seem 
well satisfied with the response, all they have done has been to deal with {972 
millions of stocks due within the next four months at the cost of adding £377 
millions to the maturities of next November (making them £577 millions), £135 
millions to those of November, 1954 (making them £485 millions) and creating 
a new commitment of £524 millions for November, 1955. Yet, as the table 
shows, each of these three dates falls only a few months ahead of other heavy 
maturities. The upshot is that no less than £3,650 millions of debt is now 
finally redeemable within five years; and in the first two of these the problem 
of re-financing, though almost identical in kind with this year’s, will be much 
greater in degree, and the market conditions might not be better and could be 
worse. Every consideration pleads for honest funding; but if the authorities 
intend it, there is not much time before the next maturities are upon them. 
They can do it, in fact, only if they are prepared to make the terms attractive. 
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What Sort of Commonwealth 
Development ? 


HEN the Commonwealth Prime Ministers meet in London at the end 

of this month their main tasks must be to cut down total spending by 

the sterling area, and to divert productive resources to those industries 
in which world demand (and particularly dollar demand) seems most likely 
to rise during the next few years. It has constantly been argued in these 
columns that this means that the United Kingdom should div ert resources 
from consumer goods to capital goods industries, and overseas sterling area 
countries from secondary to primary production.* Obviously, however, many 
particular problems are obscured behind this general statement of aim; and 
perhaps the most important of these is “ What sort of primary production 
should be most encouraged ? ” 

Fortunately some material recently published in Washington should help 
the Commonwealth Prime Ministers to adumbrate an answer to this question. 
This summer a commission appointed by President Truman issued a voluminous 
report upon the likely trends in United States demand for raw materials over 
the next quarter of a century. Like all such estimates, the figures in this 
“Paley Report ” are, of course, subject to wide margins of error; in particular 
they are based upon the assumption that American industrial productivity 
will increase at an average rate of 24 per cent. per annum between now and 
1975 and that the American gross national product will double during that 
period. It will be the oddest coincidence in history if exactly this progression 
isin fact achieved. But those in charge of sterling area policy should certainly 
take heed of the general picture presented by this report. That general picture 
is of American industry eating rapidly into the mineral—especially the metal 
—resources of the American continent and casting round the world for addi- 
tional sources of supply. The Paley Commission believes, however, that the 
ingenuity and resources of American technology will make a considerable 
contribution towards economizing in those raw materials that are most 
scarce and in developing substitutes. The largest economies, and the greatest 
possibilities for substitution, seem likely to be found in fibres and rubber, 
which may therefore gradually diminish in relative-importance among the 
dollar earning commodities of the Commonwealth. 


A Boom IN METALS? 


Table I shows the most important estimates made by the Paley Commission 
in its exercise of assessing projected American demand. One of the main 
tasks before the Commonwealth Conference should be to examine—or, if the 
necessary data are not yet available, to set officials to examine—how far the 
sterling area possesses exploitable reserves of the minerals in the first columns 
of the table; that is to say of those minerals for which American demand is 
expected to rise by more than 50 per cent. in the next generation. It will be 
seen at once that two mine Tals that may y become increasingly imps rtant dollar 
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earners for sterling countries are copper, of which American imports are 
expected to rise by 130 per cent. over the next decade, and lead, for which 
a rise of 120 per cent. is estimated. The report estimates that in 1950 about 
one-fifth of the output of copper in the free world outside the United States 
came from Northern Rhodesia and that one-fifth of the free world’s lead came 
from Australia; the commission plainly believed that metal production in 
Australia could be increased, for the dominion runs neck and neck with the 
United States in possessing the largest combined reserves of lead and zinc in 
the free world. American import demand for zinc is expected to rise by 110 
per cent. between now and 1975; at present the sterling area’s dollar earnings 
from this commodity are negligible, but Australia ought to be well placed to 
exploit this large potential market. 

One of the most striking projected increases in American import demand 
is that for bauxite (from which aluminium is extracted). This is expected to 
rise to some four times its present level by 1975. Although at present most 


TABLE I 
TOTAL UNITED STATES IMPORTS OF CERTAIN COMMODITIES 











Expected to increase by 50 per cent. Expected to increase by less than 50 per 
or more. cent. or to decline. 
Total | Total 
United | Projected United Projected 
Commodity States | increase | Commodity States increase 
Imports | by 1975 Imports by 1975 
1950 | (per cent.) 1950 (per cent.) 
(S mns.) (S mns.) 
Dairv Produce i 22 - 400* Wool - ds 320 i 20% 
Cobalt - - pa 13 - 340 Sugar ‘s - 374 1 26 * 
Bauxite -% ia 16 + 300 Pe wa ~ 4 201 — 2: 
Copper ‘ <a 215 - 130 Rubber v = 460 — 80 
Lead - “< ee 119 +. 320 
Zinc Ka < .* 07 + 110 
Chrome 23 10oO 
42 50 


Manganese 








* Based on data for 1949-50. 


of the dollars earned by sterling exports of this commodity (mostly from 
British Guiana) come from trade with Canada, the United States takes at 
present about half a million dollars worth from the sterling area each year. 
The largest reserves of bauxite (on the basis of the estimated metal content) 
are in Jamaica and India, each of which possesses about one-sixth of the 
known free world reserves. The Gold Coast possesses another fifth of this 
total, but British Guiana accounts for less than 5 per cent. 

Among other minerals that are not produced to any appreciable extent 
within the United States and of which discoveries or synthetic production 
there are not expected, cobalt could become an important dollar earner. 
American demand for this metal is expected to increase by 340 per cent. before 
1975; British colonies in Africa (Northern Rhodesia and Uganda) produced 
about a tenth of the free world’s output of cobalt in 1950. Similarly, American 
demand for chromium is expected to rise by 100 per cent. in the next twenty- 
five years: Southern Rhodesia and South Africa at present produce over 
40 per cent. of the free world’s supplies. For manganese, of which India and 
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Pakistan together produce about a quarter of the free world’s output (and 
possess the largest reserves in the free world), United States demand is expected 
to rise by 50 per cent.; this commodity could become a substantial dollar 
earner, for South African production is about equal to that of India and 
Pakistan, while the Gold Coast (which produces about one-fifth of the free 
world’s output) is not far behind them. Finally, the United States import 
demand for petroleum is expected to double over the next quarter century. 
Only Kuwait and Iraq among the sterling countries are likely to be able to 
take advantage of this; and these, of course, are not in the Commonwealth. 


THE GLOOMIER SIDE 

What now of the commodities of which the Paley Commission takes a 
relatively bearish view ? In this field, three general conclusions stand out. 
First, the commission expects American imports of rubber and tin to fall, so 
that the outlook for Malaya as a dollar earner is bleak. Secondly, India and 
Pakistan would clearly do well to concentrate their investment effort on their 
unexploited reserves of manganese and other metals, as the prospects for some 
of their present main dollar earners, such as jute and mica, are—to say the 
least—hazardous. And, finally, although the outlook for dollar exports of 
wool is somewhat bearish, American demand for dairy products and other 
foodstuffs 1s expected to boom; this is a factor of which Australia and New 
Zealand would do well to take note. It will be seen from this brief summary 
that the sterling area's four chief dollar earners to-day—rubber, tin, jute and 
wool—may all face a rather gloomy future. It is obvious, therefore, that a 
major switch within primary production in the overseas sterling area is needed, 
as well as a major switch from the factories to the fields. 

The fact that dollar demand for some of these commodities is expected to 
fall does not, of course, mean that total world demand will fall too. In fact 
there are few—if any—primary products in which sterling area output should 
be reduced in the next twenty-five years; certainly there is nothing in these 
figures to suggest that the needed increase in some forms of primary production 
can be economically financed by a diversion of resources from other forms of 
mining or agriculture. This can perhaps best be seen in the case of Malaya. 
Although the Paley report indicates that the increase in American demand 
for tin over the next few years should be met to a large extent from scrap 
metal—which, combined with the cessation of stockpiling, would reduce 
American tin imports by some 23 per cent. below the 1950 level by 1975—it 
estimates that the demand of the rest of the free world for this metal will rise 
by some 60 per cent.; it may, therefore, be expected that Malaya will find 
additional non-dollar markets to offset any decline in American demand for 
its tin exports. Much the same is true of Malaya’s other main dollar export, 
tubber; while American imports of this product are expected to fall by 80 
per cent., because of the expansion of American synthetic rubber production 
and the increased use of scrap, the rest of the free world is expected to treble 
its import demand. It seems probable that non-dollar countries will not develop 
synthetic rubber production to the extent likely in the United States. 

Much the same may be true of Indian and Pakistan jute, of which the 
Paley report makes practically no mention; perhaps it considers that jute 
has already virtually lost its place as a major packing material in America. 
But it would be unduly pessimistic to argue that the same is true of the trend 
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of demand for jute in other countries. Similarly the report estimates that 
American demand for imported mica—of which India and Pakistan at present 
produce nearly half the free world’s supplies—is likely to decline rapidly, 
because of the development of synthetic mica and other substitutes. These 
developments may not progress so far and fast outside the United States. 

The problem of wool may present more of a poser. According to the Paley 
report, United States imports of wool should rise by nearly 30 per cent. during 
the next twenty-five years. This estimate, however, again plainly depends 
upon the extent to which competitive substitutes are developed—and there 
are some people in the textile industry who would be more pessimistic than 
the Paley Committee in their estimates of the course of non-dollar as well as 
of dollar demand for wool. But the big wool producers of the Commonwealth 
should be well placed to benefit from the very large increase in United States 
demand for imported foodstuffs that is forecast in one of the papers submitted 
to the Paley Commission. It is there suggested that America’s imports of 
dairy products may rise by 400 per cent. in the next twenty-five years and 
its imports of meat by between a third and a half (with the outlook for lamb 
especially bright); it is also indicated that American imports of sugar should 
rise by about 25 percent. It seems clear that if New Zealand and Eire succeed 
in expanding their exports of butter and cheese to the American market 
(which is at present effectively closed to such imports by American import 
and agricultural policy) and in diverting meat exports to dollar markets, they 
should be able to look forward to a considerable rise in dollar earnings. Similarly, 
if Australia manages to prevent its exportable surpluses of foodstuffs from 
declining to vanishing point in the next ten or twenty-years, 1t should find a 
new dollar market opening before it. It should be remembered that the 
demand for many food products should be less susceptible to American reces- 
sions and to the development of synthetic substitutes than that for industrial 
raw materials. This is therefore a market that is particularly worth cultivating. 

The general picture presented by the Paley report is therefore one of 
great opportunities for the sterling area, but also of great danger if nothing is 
done to stimulate the right sorts of production. The danger is perhaps best 
illustrated by Table II. That table shows ten important primary products, 
total United States imports of which in 1950 amounted to $1,794 millions and 
total known United States imports from sterling countries (as shown in the 
table) to $6624 millions; this $6624 millions represented about 40 per cent. 
of all sterling area exports to the United States in that year. 
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The right-hand side of Table II shows projected United States imports of 
these commodities from the sterling area in 1975, in terms of 1950 prices. The 
method of projection used is, of course, a very rough and ready one. Quite 
apart from the wide margin of error in the Paley Commission’s estimates 
themselves, it must be assumed that producers of those commodities for which 
American demand rises most are likely to receive an addition to their import 


TABLE II 
UNITED STATES IMPORTS FROM THE STERLING AREA 
($ millions at 1950 prices) 























| Actual United States |Projected United States 
| Imports, 1950 Imports, 1975 
Wool .. = ws - a 3 4 182 234 
Of which | 
Australia - ‘ To 109 I4t 
New Zealand .. a cs 1 35 45 
South Africa... “1 2. | 15 | 19 
India i rr - oe | & 10 
Pakistan ar 4 a | 6 | 8 
Other sterling avea - | 9 Ir 
Rubber a oa “4 250 | 50 
Of which | | 
Malaya .. is ei im 4 208 | 2 
Ceylon .. - - a 4I | 8 
ae os << as — ee 114 88 
Of which | 
Malaya .. ie ee a 4 97 | 
Other sterling area ‘ ce 17 I4 
Petrol— Kuwait - ‘a “i i: 4 41 82 
Manganese... - - - oe | 31 40 
Of which | 
India ba i a x 4 15 22 
South Africa... . we f 8 I2 
Gold Coast - oi cm f 8 I2 
Copper ‘i “i - vi - | 22 51 
Of which | 
Northern Rhodesia a ce 4 18 41 
Other sterling area - ca | 4 10 
Lead .. 4 ‘a - ni 13 29 
Of which 
Australia - nis ie a 7 T5 
South Africa " “a a 4 6 13 
Chrome ws - ms - ce | 7 14 
Of which 
South Africa... - ae. 4 4 8 
Southern Rhodesia — “oe | 3 6 
Dairy products—New Zealand .. ‘se. 4 2 10 
Bauxite—British Guiana .. . a 4 4 2 
Total above commodities .. a 6624 ~ 606 
Total U.S. imports from sterling 
area... wie ” -- | 1,604 — | — —a 
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earnings through higher prices (relative to the prices of other commodities) ; 
the figures therefore underestimate the desirability of a change in the pattern 
of production. Moreover, because of omissions in the Paley report, the table 
makes no mention of at least one commodity—uranium from South Africa 
and Australia—from which sterling area dollar earnings are likely to increase 
substantially in the next twenty-five years. On the other hand, they also 
make no mention of at least two commodities—Indian jute and West African 
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cocoa—the relative importance of which as dollar earners is likely to decline. 
The table also assumes that sterling area production of each scarce commodity 
will mount with American demand for it; unless something is done to direct 
investment to the right places, this will not happen and—even assuming the 
Paley Commission’s guesses are broadly right—the table may therefore over- 
estimate sterling area earnings from these commodities in 1975 (in terms of 
1950 prices). It also assumes that the sterling countries’ share in American 
imports of these commodities will remain the same as in 1950. 

In spite of these defects, however, the lesson of Table II deserves to be 
taken to heart. The table suggests that dollar earnings from these commodities 
in terms of 1950 prices will fall from just over $650 millions in 1950 to about 
$600 millions in 1975, or by g per cent. This is a remarkable development 
indeed for a period in which American real income is expected to double. 
Even if other sterling area exports to the United States, including exports of 
British manufactured goods, rise as American real income and purchasing 
power increase, this calculation suggests that the sterling area dollar gap will 
yawn across the future—unless something very drastic is done about it. 

It is clear that something drastic ought to be done. The probable fall in 
American imports of rubber and tin will be a major calamity for the sterling 
countries and they cannot begin too soon to adjust their economies to it; from 
earning over half the dollars accounted in the list of commodities in Table II 
(or nearly a quarter of the whole area’s visible exports to the United States in 
1950) tin and rubber would, on the assumptions upon which the table is based, 
fall to only a quarter of the commodities included. Copper and, possibly, 
petrol might move into the group of major dollar earners—comparable to, 
say, Jute at present—but the other likely increases are all in commodities that, 
however essential to the United States, are still likely to earn an absolutely 
small amount of dollars—such as chrome, lead, zinc, bauxite, manganese and 
dairy products. But the sterling area must make quite certain that it does 
not miss these buses. The Commonwealth should start to press forward with 
the development of the metal mining resources in the dominions and colonial 
territories now. Much of the necessary finance will have to be provided by 
the United Kingdom, which means that it will have to maintain a substantial 
and, for a time, a steadily rising—surplus on its balance of payments; and 
this, in turn, means that a tight hold will have to be kept on domestic consump- 
tion, given the need to expand internal industrial investment simultaneously. 
The double burden, plus the burden of defence, may indeed be too heavy for 
Britain to carry by herself. But if the task is well begun, and the development 
is clearly set on the right lines, there should be a good chance of attracting 
American capital—even private capital. And if the whole programme is con- 
ceived realistically, the richer of the overseas sterling countries should be able 
to take an increasing share themselves. As for the labour resources required 
for the colonial developments, these need not necessarily be found at the expense 
of other colonial primary production (such as from the apparently declining 
industries of rubber and cocoa), for there is much disguised unemployment in 
the colonies. But in the dominions some switching of resources may be neces- 
sary; here the trend should likewise be towards increased investment in pro- 
duction of metals and food. There is no doubt where the labour resources— 
and much of the finance—for these dominion developments should come from. 
They should come from a sharp cut in the dominions’ industrial development. 
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The Pattern of Sterling Area Payments 
By Ernest H. Stern 


HROUGHOUT the post-war years the seemingly unending demand for 

foreign exchange by the sterling area has caused bewilderment and 

frequently contemptuous comment. Its nature and origin have been 
widely misunderstood, both in the non-sterling world and even in the various 
countries of the sterling area themselves. Only very recently has the public 
in the United Kingdom, but apparently not yet the public overseas, begun 
to grasp the fact that it has been the requirements of the overseas sterling area 
rather than of the United Kingdom that have produced the recurrent exchange 
crises. Prominent amongst the countries of the overseas sterling area that 
have received foreign funds, from the United Kingdom and elsewhere, have 
been the large dominions, while the colonies have, on balance, been suppliers 
of funds.* 

The forthcoming conference of the sterling area Prime Ministers will deal, 
among other things, with the problem of balancing the supply and demand 
of foreign capital among the various members of the sterling area. This financial 
problem, however, can no longer be treated separately from the wider problem, 
of which it is merely a part, of how to balance the supply and demand of all 
kinds of goods and services of the various members of the sterling area. 

In spite of the extraordinary importance that attaches to the foreign 
exchange position of the sterling area and its various members, none of the 
successive governments of the United Kingdom has yet put before the public 
a complete picture of this complex pattern of payments. This article tries to 
sketch such a picture so far as the available data permit. Most of the tables 
that follow refer to the balances of foreign funds actually absorbed in the 
sterling area.? 

The total net absorption of foreign funds—computed as described in the 
footnote—falls short of the total shown by a consolidated balance of payments 
based on official publications of the individual member countries (and, for the 
colonies, on estimates derived from official trade statistics). In the writer’s 
opinion several of these individual calculations of the balance of payments 
overstate the deficit or understate the surplus and so overstate the aggregated 
deficit for the whole overseas sterling area. Probably imports are overstated 








* This point has been emphasized repeatedly in THE BANKER in recent years: the latest 
analysis of this kind was that given in ‘‘A Programme for the Commonwealth ”’ in THE BANKER 
for September last. An earlier one (in the issue of September, 1949) was contributed by Dr. Stern 
himself. These articles may usefully be read in conjunction with this latest one, to afford a full 
background to the financial problem that confronts the Prime Ministers’ Conference.—Eb. 

+ The bulk of the data are derived from the White Papers on the U.K. Balance of Payments. 
Other important sources are the publications of the South African Reserve Bank, various American 
publications (for U.S. Government loans, drafts on the I.M.F., etc., and changes in gold and 
dollar holdings of the dominions). The amounts so traceable account for about g/1oths of the 
total balances recorded in the tables below. The last 1/1oth is derived from guesses. Some of 
these, partly based on U:S. statistics, relate to direct American investment in the overseas sterling 
area (other than South Africa, for which data are given by the Reserve Bank). Some, pure 
guesses, make allowance for trade credits extended to the overseas sterling area (other than 
South Africa) by European and American exporters of manufactured goods. While the 9/1oths 
my 4 — as present official statistics can make them, the residual 1/roth is, of course, open 
0 all doubts. 
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for various reasons and exports understated, a frequent occurrence in periods 
of prolonged monetary instability. Possibly the true totals, if they can ever 
be exactly ascertained, lie some way between the data arrived at by these 
two different methods. However, as the difference is less than I0 per cent., 
it seems reasonable to regard the following tables as conveying a fair picture 
of the orders of magnitude involved. 

The first table is intended to show the magnitudes for the whole period of 
61 years from the beginning of 1946 to mid-1952. At the same time it distin- 
guishes between the respective shares of the United Kingdom and of the 
overseas sterling area in the absorption of the net foreign funds, and also 


TABLE I 
NET FOREIGN FUNDS AND FOREIGN EXCHANGE RESERVES 
ABSORBED 1946 TO JUNE, 1952 * 
(£ millions) 


Net Gold and Non-Sterling 
Foreign Foreign Exchange Total 
Funds Reserves 
By the United Kingdom oa 941 15! 1,092 
By the Overseas Sterling Area. 7 I,316 [29 1,445 
By the whole Sterling Area _.. ‘s 2,257 280 2,537 





* Equal to net deficit on international current account. 


TABLE II 
BREAKDOWN OF NET FOREIGN FUNDS ABSORBED IN THE STERLING AREA 
1946 TO JUNE, 1952 
(£ millions) 
‘A) United Kingdom: 


(1) Decline in Gold and Non-Sterling Foreign Exchange Reserves... 151 
(2) Non-Sterling Funds received (net). . sia a wn - 1,317 
(3) Total Net Non-Sterling Exchange spent .. = - ee 1,968 


Of which 
(a) Used in paying for U.K. current deficit in international 


account* is 1,092 
(b) Passed on to Overseas Sterling Area a ka = 876 
(B) Overseas Sterling Area: 
(1) Net Funds received from the U.K. : 876 
(2) Decline in Gold and Non-Sterling Foreign E xchange Reserv es.. 129 
(3) Net Funds received from the Non- Sterling Area f , 440 
(4) Net Foreign Exchange (sterling and non-sterling) spent in pay ing ~--— 
for current deficit in international account a“ os - 1,445 


*As officially recorded, excluding Defence Aid grants—but including military and 
relief expenditure abroad by the United Kingdom. + Mainly from the United States. 


between the (net) funds received from abroad and gold and non-sterling 
exchange sold from reserves. The United Kingdom's share in the total was 
about 43 per cent. and that of the overseas sterling area about 57 per cent. 
The United Kingdom, it will be seen, absorbed about £1,092 millions worth 
of foreign exchange—all from the non- sterling area—to finance the deficit in 
its own current balance of international payments. But the United Kingdom 
actually received no less than £1,817 millions net of non-sterling foreign funds 
and in addition sold some {151 millions of her gold and non-sterling foreign 
exchange reserves. The balance of £876 millions was passed on to the overseas 
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sterling area. This figure is the measure of the financial assistance that the 
United Kingdom has extended to the overseas sterling area as a whole during 
the past six and a half years. This represents an average of £135 millions of 
assistance per annum, though it was not supplied at a steady rate, as will be 
shown later on. A break-down of the total of funds absorbed by the United 
Kingdom and the overseas sterling area into the main categories of their 
origin and destination is given in Table II for the whole period. Various 
dominions and some colonies have been helped in addition by the surpluses 
of other overseas members which were lent to them via the United Kingdom. 
A measure of this additional assistance can be gleaned from Table V below, 
but the reader may be reminded here that it was not a case of the dominions 
always running a deficit and all colonies always running a surplus. 

All this capital has been provided in a period in which the United Kingdom 
has had to struggle with the many handicaps arising from its all-out participa- 
tion in the war. For example, troops had to be gradually demobilized, industry 


TABLE III (a) 
DEFICITS (—-) OR SURPLUSES (+) OF THE STERLING AREA, 
1946 TO JUNE, 1952 
({ millions) 


Total 
19460 1947—1949 19g30—June, 1952 1946—June, 1952 
United Kingdom. . a -. — 344 - 565 — 183 — 1,092 
Overseas Sterling Area .. -. + 44 —I1,11! — 375 — 1,445 
Total deficit of the Sterling Area — 300 — 1,676 — 561 — 2,537 


TABLE III (db) 
ORIGIN OF FOREIGN FUNDS (NET) RECEIVED BY OVERSEAS STERLING AREA 


(£ millions) 


1947—1949 1950—June, 1952 
Received from the United Kingdom (net) .. aa 4 —- 758 — I4I 
Received from the Non-Sterling Area (net) .. - ws — 166 — 262 
Taken from (—) or added to (+) the Gold and Dollar Stocks 
of the Overseas Sterling Area "“ oa - ass — 187 + 25 
Total (net) 4 52s ad sil ae —I,111 — 378 


to be re-converted, exports to be gradually recovered after their virtual dis- 
appearance, the merchant navy to be rebuilt or reconditioned, stocks to be 
replenished. These tasks would have been difficult in any event, even with the 
assistance of the American and Canadian loans of 1946 (and subsequently of 
Marshall Aid) ; but they were made very much more difficult by the fact that the 
demand of the overseas sterling area for foreign funds was not gradually 
spread over the years or adjusted to the gradual improvement of the United 
Kingdom’s position, but was concentrated in a few vears. This is shown by 
Tables III (a) and III (8). 

In the period 1947 to 1949 the bulk of the foreign funds absorbed by 
the overseas sterling area was drawn from the United Kingdom, whereas 
in the following period a large amount was drawn from outside the sterling 
area, mainly from the United States. This is shown in Table III (8). 

The important part played by the drawings made upon Britain by 
the overseas sterling area in bringing about the difficulties experienced by 
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the United Kingdom in 1949, the year of devaluation, is shown in Table LV. 
Even if the post-devaluation quarter of 1949 gave better results than the 
pre-devaluation quarters, there cannot have been any substantial deficit in 


the United Kingdom current accounts of 1949 prior to the devaluation. 


DEFICIT 


(—) 


United Kingdom es 
Overseas Sterling Area .. 


OR SURPLUSES 


TABLE IV 
(+) ON 


({ millions) 


Total Sterling Area 


CURRENT 


ACCOUNT 


Of 


IN 1949 


') 
—- 344 


— 33° 


course, the cash account differed considerably from the current account, 
because of the bear speculation against sterling before the devaluation. 

All the figures cited so far have been derived from the movement of capital. 
Many of these data, however, are available only for the overseas sterling area as 


a group. 


To show the net absorption of sterling and non-sterling funds by 


the individual members of the area and also to give an idea of the fluctuations 
for each from year to year, it is necessary to have recourse to the calculations 
of the balances of payments of individual members. 
noted in respect of these official calculations should here be borne in mind, 


(A) U 
(B) Total 


CONSOLIDATED 


nited Kingdom 
Overseas 
Sterling Area 


Thereof: 


(10) 
(II) 
(12) 


(C) Total Sterling Area 


Ireland 

Iceland 

Union of South 
Africa 

Southern 

Rhodesia 

Australia 

New Zealand 

India 

Pakistan 


) Ceylon 


Burma 

Iraq ea 

Colonies, etc. 
(excl. Hong 
Kong)* 


The reservation already 











TABLE V 
BALANCE OF PAYMENTS OF THE STERLING AREA ON 
CURRENT ACCOUNT 
(£ millions) 
First 1946— 
1946 1947 1948 1949 1950 IQ51 1946— half June, 
195! 1952 1952 
(Pre- (Pre- 
| liminary) | liminary) 
—- 344 -— 545 - 20 - © 255 =~ 405 | — 1,110 24 — I,092 
| | 
| i 
—- 62 — 441 — 33I -— 406 > I27 — 150 | —1,205 | 
9 -—- 38 —- 30 —- 17 —- 35 - 70 | — 181 — 25 — 200 
| 
- 4- 5- I = 2 - —|- 12 - § - 
—- 63 —156 —175 — 114 — -—109|-— 617 | — 57 — 674 
| | 
) 
- 2- 13 - 16 —- 28 — 20 — 41] — 320 | n.a. na. 
, = 7 mo =- @ = 35 =— t73 - 223 | — 200 — 423 
+ 30 - 9 - 4 - 5 17 20 | 49 | —- 15 - 34 
—- 20 — 89 — 77 — 142 30 — 55] -— 353 | — 130 — 433 
(Included with 6 -—- 37 - II - 57 | de I5 | -— 50 — 35 
India) | | 
7 —- 13 + I - 10 - o9| +14 |] - 15 - I 
- 10 — 20 -— 10 - 10 iw 2 | n.a. n.a. 
an 6 -—- 16 — 260 —- I —- I —j|-— 64 | n.a. n.a. 
| 
- 10 — 75 —- 25 -—- 30 +105 200 | +225 | n.a. - 225 
| ——$— 
—~ 406 — 986 — 357 -— 402 +385 — 615 | —2,381 | maa. n.a. 


* Estimates based on Foreign Trade Statistics. 





N.a. signifies ‘‘ not available. 
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since the totals of the balances of the separate countries exceed somewhat 
the totals hitherto used. Table V shows that most member countries of the 
sterling area have been in deficit at one time and in surplus at another; so 
that a certain amount of inter-sterling area drawing and lending through the 
medium of the United Kingdom has been possible. However, a few countries 


TABLE VI 
UNITED KINGDOM MILITARY EXPENDITURE ABROAD AND RELIEF GRANTS 
MADE ABROAD AND RECEIVED FROM ABROAD 
(4 millions) 
1952 1946 to 
1940 1Q47 1945 1949 Ig50 1951 Ist half June, 1952 
Military Expenditure 


abroad (—) .. -- — 374 - 209 — 113 — 110 — g7 — 122 — 65 — 1,090 
Relief and Rehabilitation 
Expenditure abroad * — 123 — 118 — 31 — 20 —- I4 = JF = I - 314 
Total above -» — 497 — 327 — 144 -— 130 —I11I — 129 — 66 — 1,404 
Marshall Aid Grants and 
Defence Aid Grants f — — +138 + 198 + 143 + 58 58 595 
Net Receipts (+) or Net 
Expenditure (— ) abroad 
for military and relief 
purposes ~ 7 -— 327 = 6 65 32 71 Ss -  so9 


* Mainly to U.N.R.R.A. and I.R.O. and as net aid to German civilian population. 
t Less payments to United States from counterpart funds and grants to O.E.E.C. countries 
out of Marshall Aid. 


have been in deficit during the whole of the six and a half years, and a few 
more for all but one year. 

The handicaps against which the United Kingdom had to battle in the 
immediate post-war era have already been indicated and the need for foreign 
funds arising from them can be easily understood. However, superimposed 
upon these special demands were very large expenditures abroad, particularly 


TABLE VII 
GRANTS MADE TO AND RECEIVED FROM THE OVERSEAS STERLING AREA BY 
THE UNITED KINGDOM, 1946 TO JUNE, 1952 


(£ millions) 


Grants by U.K. to Colonies (net) .. bi “a rhc _ — 96 
Grants to U.K. by Australia and New Zealand .. ws pa + 46 
Net Grants made by U.K. to O.S.A. - aia <a — 50 


in the first two post-war years, for military and relief purposes. From 1948 
onwards these two sorts of expenditure were more or less covered by Marshall 
Aid grants and, in 1952, by Defence Aid grants to the United Kingdom. But 
in 1946 and 1947, when this expenditure was at its highest, no American grants 
of any kind were received. During these two years alone the United Kingdom 
undertook a net expenditure abroad for military and relief purposes of £824 
millions, or about two-thirds of the value of the American and Canadian loans 
of 1946. The main data are given in Table VI. 

_In this connection it is relevant to record the grants made by the United 
Kingdom to the colonies, which were partly offset by the grants made to the 
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United Kingdom by Australia and New Zealand. The data are shown in 
Table VII. 

What of the future ? The chances of any large inflow of capital from the 
United States market—whether in the form of direct investment or of loans 
subscribed by the American public—look fairly poor. More capital may be 
received in the form of loans from the United States Government and the 
[International Bank and most of this will possibly be canalized towards Asia. 
However, it would be rash to make any large assumptions before a new 
President has been elected and the composition of the new Congress is known. 
Most probably, as in the past, the bulk of such overseas capital as the various 
members of the overseas sterling area may require will have to be sought from 
the United Kingdom—or, more precisely, from the whole of the sterling area 
via the United Kingdom. 

What are the chances that the United Kingdom will be able to provide 
that capital? The outlook for the next two years may not be bright, but 
beyond these few years it seems likely that the United Kingdom will find ways 
of continuing to provide the bulk of the requirements of the overseas sterling 
area in one form or another. This optimistic assumption, is however, subject 
to an important proviso, namely, that inter-sterling area trade follows inter- 
sterling area finance more closely than in the recent past. Ignoring the diff- 
culties to be met in the very near future and taking a long view, the United 
Kingdom may be able to furnish the foreign capital needed by the overseas 
sterling area—provided the money is to be spent in the United Kingdom or in 
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other parts of the sterling area. It will not, however, be possible to provide 
the finance if the money is to be spent in the dollar area or in Europe. 

The belief that the United Kingdom will be able to provide the bulk of 
foreign capital needed in the overseas sterling area, provided it is wanted in 
kind, is based on the following reasoning (after making due allowance for the 
extent to which present difficulties are due to rearmament). The capacity of 
the United Kingdom economic system at the f.o.b. values can be estimated 
at about £7,300 millions net per annum at present prices. It continues to 
increase at a rate of, say, 3 percent. perannum. The net foreign funds actually 
absorbed by the whole sterling area (including gold and non-sterling exchange 
drawn from reserves) amounted to about £390 millions a year on the average 
of the last 63 years. This is about 5} per cent. of the present capacity of the 
United Kingdom at current f.o.b. prices. It should not be beyond British 
ability to step up production of the right kind of manufactures by the required 
amount, given a few years to do so—even though the required domestic 
expansion would be, say, 10 per cent. if allowance is made for increased capital 
and other expenditure that would be needed to secure this stepping up of 
output available for export. Obviously, however, the task cannot be done in 
the immediate future, in view of the priority accorded to rearmament. 

The second major sterling area problem for the future is that of improving 
its international liquidity. It has been shown in preceding tables, particularly 
in Tables III (a) and III (4), that the demand for foreign funds is subject to 
wide fluctuations within a few years. The balances in the international account 
of the United Kingdom and in the overseas sterling area seem often to have 
been cumulative r rather than complementary, particularly at the turn of trade 
cycles. A flexible credit and interest rate policy, as enforced before 1914 by 
the gold standard as then practised, would smooth out much of these fluctua- 
tions. However, a really flexible interest rate policy is not likely to be adopted 
by any sterling area government for quite a long time and wide fluctuations in 
foreign account will therefore probably remain a feature of the sterling area. 
These fluctuations are essentially of a short-term nature, and, in principle, 
therefore, ought to fall within the scope of the International Monetary Fund. 
Unfortunately, not much help in smoothing out large, short-term fluctuations 
can be expected from the Fund if one may judge from its past policy. The 
European Payments Union has taken a different attitude and has demonstrated 
that some help against short-term fluctuation could be given by this type of 
institution. But. it seems certain that a much larger reserve of non-sterling 
exchange will have to be accumulated in the sterling area. The most efficient 
point for accumulation is the United Kingdom and the best type of reserve is 
gold. But it will be beyond the capacity of the United Kingdom, for the next 
several years, to accumulate a sufficiently large reserve of non-sterling exchange 
to provide against very wide fluctuations in addition to providing the bulk of 
the overseas sterling area’s demand for foreign capital. Either these short- 
term fluctuations will have to be toned down or the claims of the overseas 
sterling area for foreign capital will have to be reduced or a special reserve will 
have to be provided by loans from outside the sterling area. The only country 
that could supply a large reserve is the United States. But if the United 
Kingdom were to accept such a loan (if it could be had), it would be involved 
in the difficulties of borrowing (and repaying) in dollars while lending to the 
overseas sterling area in sterling. 















278 ee. THE BANKER 





Policy for the N ationalized Industries 


likely to be characterized by much vehemence and little real conviction. 

Only the diehards of the Left and of the Right, and those who like to 
make a stir at annual conferences, now seem to have any pronounced views 
on what ought to be done about the nationalized industries. For the broad 
mass of moderate opinion in both parties, the problem seems to have become 
mainly one of doing as much—or as little—as is necessary to save face. 

This attitude is very understandable, but quite wrong. It is true that the 
Conservative Government’s present proposals for transport and steel—like the 
whole range of the Labour Government’s nationalization measures between 
1945 and 1951—are largely irrelevant to the central problems facing the British 
economy; they will do little towards increasing Britain’s real income, and 
nothing towards enabling the country to live within that income. But it is also 
true that the panoply of State enterprise, which was so hastily erected in the 
first six post-war years, conceals some glaring instances of gross wastage of 
resources, and the Conservative Government would make a distinctive con- 
tribution to economic recovery by wisely planned reforms in this field. Un- 
fortunately, however, the events of the past few months have shown that the 
Conservatives find it politically inconvenient to tramp along the right road. 
One of the reasons for this is that some Tories regard it as a basic tenet of their 
faith that nationalization is necessarily bad for all the people all the time. 
In fact, however, nationalization has been most harmful in the past few years 
where it has been too kind to some of the people some of the time. Any con- 
structive policies in this field—and, at the present juncture, this is unfortunately 
true of economic management in general—have to be policies that hurt. 


T it debates on denationalization in the new session of Parliament are 











FUEL AND POWER 
It is the price policy that the Conservative Government approves rather 
than any changes in organizational structure that it enforces that will provide 
the real touchstone by which its policy towards the nationalized industries 
should be judged. The problem can most easily be seen in perspective in the 
case of electricity supply, where the relevant facts do not seem to be in dispute, 
although the interpretation that should be put on them is. In the last election 
campaign several Socialist Ministers pointed out that the price that the con- 
sumer paid for electricity under nationalization was about the only price that 
had gone down since the war, that more people were using more electricity 
than ever before, and that an unprecedentedly large development programme was 
afoot. These facts are broadly true—and they provide a damning commentary 
on the mismanagement of electricity nationalization. What has happened, of 
course, is that electricity has been supplied far too cheaply to consumers at 
peak hours. As a result, exorbitant demand has pressed against the limits of 
available supply, and—on one cold winter morning after another—has gone 
over the top of it, causing power cuts and grave industrial disorganization. 
These power cuts, which have been largely due to an uneconomic price 
policy, have been held to justify the building of new power stations on such a 
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scale that gross fixed investment in the electricity industry last year amounted 
to no less than £154 millions, or over 80 per cent. of its gross annual product; 
simultaneously fixed investment in manufacturing industry amounted to only 
II per cent. of its gross annual product, while even the inflated house-building 
programme—tfor which the Government has been widely and rightly criticized 
—absorbed only £335 millions of investment resources. As the recent Ridley 
Committee unanimously recognized, the first step towards rational management 
of the nationalized electricity industry should be a sharp increase in electricity 
tariffs at the peak hours. Most independent observers believe that there is no 
insurmountable technical problem in charging a differential rate for electricity 
at peak and off-peak hours. But if there is such a difficulty, then electricity 
tariffs as a whole should be raised. 

Coal presents a somewhat different problem. Here, again, internal prices 
are certainly too low, and the Government would do well to apply the remedy 
advocated by Professor Arthur Lewis and three other members of the Ridley 
Committee—that of increasing the internal price of coal by £1 a ton (perhaps 
by means of an excise duty, which would raise some £200 millions a year for the 
Treasury). But since export demand—even at prices that are still above 
internal prices—continues to be high, there seems little doubt that the am- 
bitious investment programme in this industry (which, incidentally, is showing 
an alarming tendency to fall behind schedule) should be carried through. 
The main short-term bottleneck in the coal industry is the shortage of labour, 
no longer perhaps an overall shortage—but certainly a shortage in expanding 
areas. Although the miners have improved their position relative to other 
workers in the post-war period, there is a case on economic grounds for still 
higher wages to make the industry more attractive to recruits; any such 
increase in wages should be accompanied by a still more determined assault 
against the mining unions’ restrictive attitude towards the employment of 
foreign labour. 

So far there has been no sign of any fresh Conservative approach to the 
problem of fuel and power, although—on grounds that a majority of the 
country will support—it has been decided not to reverse the relevant national- 
izations. Some individual Conservatives have proposed that more managerial 
functions should be devolved from the central boards to the areas and divisions, 
especially in the coal industry. Although it is true that the system of central 
control has led to some rigidity—and has placed an intolerable burden of work 
on a handful of able men at the centre—there are reasons for viewing these 
proposals with caution. The main power at the area and division levels tends 
to be wielded by militant trade unionists and mining engineers of twenty or 
more years’ service. It may be wise to remember that the conditions in the 
mines in the 1920s and 1930s meant that the coal industry did not exactly 
skim the cream off the potential supply of engineering talent coming forward 
from the technical colleges and universities at that time. But, in any case, 
these knotty problems of organizational structure pale into insignificance 
beside the problem of price policy. 








AIR, RAIL AND ROAD 
In the transport industries price policy is a much more familiar bone of 
contention, and one that has been chewed by a reckless bulldog in recent 
months. Since the problem of the airways mirrors a general transport problem 
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without some of the complications attached to inland transport, it will be 
convenient to consider their case first. The two nationalized air corporations, 
like the railways, make heavy losses on certain uneconomic routes that are 
operated for prestige or social reasons. They can balance their overall accounts 
only if they are shielded from competition on the remaining—and profitable 
—miain routes out of London. 

At first sight this shielding from competition seems, or should seem, repellent 
to any liberal analyst. Even if it is admitted that somebody has to pay for the 
decision to fly uneconomic routes between the Western Isles and Glasgow, or 
between one colonial territory and another, there seems no reason why the 
burden should be laid on the man who wants to fly (by the cheapest possible 
service) from London to Paris; and, above all, it seems most unwise to make 
him pay for it by shielding a high cost carrier on that route from the invigor- 
ating stimulus of competition. There are, however, two factors that need to be 
weighed against this. The first is that the two nationalized air corporations, 
after a flashy and extravagant start in the early post-war years, are now very 
efficient monopolies. They have had the advantage of being able to draw the 
higher and middle echelons of their staff from a large reserve of air transport 
expertize created in the forcing house of war; the recruitment problem in this 
new and “ glamour’ industry has been the opposite of that of the coal 
mines. Secondly, and intrinsically more important, there are clearly certain 
external economies of large-scale organization in air transport; in other words, 
private airlines would be more expensive to run if the big nationalized corpora- 
tions had not already borne some of the initial expenses of opening new routes 
and setting up certain auxiliary services. In these circumstances, the Con- 
servative Government's policy of allowing private operators to compete on 
certain third-class “ air coach’ services and on untried routes, but not on 
established routes, deserves a fair trial. 

Unfortunately, the Government's policy for land transport cannot be given 
even the tentative and watchful approval that can be accorded to its policy 
for the air. In the next few months Parliament will buzz with criticism of the 
new Transport Bill, most of it criticism for all the wrong reasons. It is therefore 
important to get a firm grasp on the central issue involved. 

The ultimate aim of transport policy should be to see that each passenger 
and parcel that is carried across the country is carried in the vehicle that in- 
volves the least real cost. The obvious way to do this, at first sight at any rate, 
would seem to be to ensure that fares and freight charges are in line with real 
costs—and to let competition do the rest. Unfortunately, however, to do this 
would be to cause a quite impossible unheaval of the British people’s pattern of 
life, for a prerequisite of competition is that the railways should be freed from 
the shackles of “ public obligations ’ that have been laid on them for more than 
a century. Unbridled competition in transport would mean that the railways 
would either have to be allowed to do what the airlines and long-distance coach 
companies do—that is to say, obligate themselves to carry only those passengers 
who succeed in booking their seats in advance; or else that they would have to 
be allowed to do what the electricity authority ought to do—that 1s to say, 
charge higher fares to those who travel at peak hours, and thus compensate 
themselves for the necessity of maintaining rolling stock that is surplus to their 
needs in off-peak hours. The first method would mean that nobody would 
ever be certain of being able to travel between one part of the country and 
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another unless he planned his journey well in advance. And the second method 
would mean the majority of season ticket holders, who travel to and from work 
in the rush hours, would find themselves paying more than the full ordinary fare. 

These steps would be politically impossible and—in their extreme form at 
any rate—socially undesirable as well. It is quite clear, however, that any sane 
approach to transport policy must begin with the premise that the public 
obligations of the railways should be gradually whittled down. In the field of 
passenger transport the railway fares scheme that the Transport Commission 
hammered out this year was a definite step in the right direction. It increased 
workmen's and season tickets by 20 per cent., monthly returns by only 10 
per cent. and reduced ordinary single fares from 2.44d. to 1.75d. per mile. 
It also sought to increase “‘ sub-standard ”’ fares—most of them sub-standard 
season tickets—by more than 20 per cent. The wide sweep of this latter 
attempt, which ignored the fact that some sub-standard fares had been de- 
liberately introduced to encourage dispersion of population while others had 
merely crept into the fares schedule through historical accident, was perhaps 
open to criticism; but it is clear that Mr. Churchill’s wholesale rejection of it is 
even more roundly to be condemned. The result of the Prime Minister’s 
intervention has been that the Transport Commission now feels that if ever it 
tries to edge in the right direction in future it is hable again to be publicly 
caned. The Government’s original white paper on transport de-nationalization, 
which proposed to offset some of the burden placed on the railways through 
their ‘‘ public obligations” by the haphazard method of a £4 million levy on 
lorry owners—and which appeared to open the door further to political inter- 
vention on fares policy—merely exacerbated this situation. Since then there 
have been welcome reports that these proposals will be modified, and that 
the railways will be given more latitude to vary their charges in line with their 
costs; the vital point here, on which the new proposals will need to be closely 
studied, is that this variation of charges should be permitted not merely 
between commodity and commodity, but also between route and route. 

Unless this vital principle is conceded, there is some excuse for arguing that 
discussion of the Government’s new Transport Bill will be largely a waste of 
time. There is not much scope for responsible economic discussion—as distinct 
from irresponsible political fireworks—in a debate about the best forms of 
ownership for separate strands of a hopelessly tangled skein. What, then, is all 
the fuss about? 

The fuss is about the future. While the rival political parties squabble about 
forms of ownership in a way that shows that neither has even begun to grasp 
the real issues involved, a much more relevant argument about long-term 
policy has sprung up between experts on the Transport Commission and experts 
outside it. To understand this argument it is necessary to summarize the 
changes that the new Transport Bill is likely to bring in. It should be noted, 
irst, that the Government does not propose to alter “the pattern of ownership 
in passenger transport, where political intervention in the fares structure is 
most likely and dangerous. Even if the Transport Bill becomes law the rail- 
ways (which carry rather under 1,000 million passengers a year) and 25,000 
buses and other passenger vehicles (which carry 6,000 million passengers a 
year) will remain under the control of the British Transport Commission, 
while buses and other vehicles that carry another 11,000 million passengers a 
year will remain in the hands of private operators or local authorities. All the 
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Government intends to do is to sell back to private operators 44,000 lorries, 
with a carrying capacity, at any one time, of just over 300,000 tons. Even in 
this field of freight transport it will leave in public hands the railways (freight 
capacity 144 million tons) and 27,000 railway delivery vehicles (freight capacity 
about 100,000 tons); and private operators will continue to hire out the 120,000 
road vehicles (freight capacity 575,000 tons) that are restricted to a 25-mile 
radius under the terms of “A” and “ B” licences. Most important of all, 
private enterprise traders will continue to be able to carry their own goods in 
their own lorries and vans under the “ C”’ licence system, which at present 
embraces no less than 800,000 vehicles with an average carrying capacity of 
about 2 tons each. 

The main point that ought to be at issue in the debate on the Transport 
Bill, as distinct from any debate on transport policy as a whole, is therefore 
whether more freight is likely to be carried by more uneconomic media if 
these 44,000 lorries (which represent less than 2 per cent. of the freight-carrying 
capacity of the country) are returned to private hands. The most able 
experts in the Transport Commission plainly and honestly believe that no 
private road haulage system will base its charges upon real costs so long as the 
imposition of any public obligations on the railways offers road hauliers scope 
for price-fixing manoeuvres. The recent Transport Commission report com- 
plained in bold letters that in the road haulage undertakings it had absorbed 
“the pattern of road charges has not been found to correspond closely to the 
pattern of road cost ’’. Before nationalization, where private road hauliers met 
competition from the railways they resorted to deliberate undercutting, and 
where they had a virtual monopoly they charged what the market would bear. 
The Transport Commission is convinced that if the 44,000 lorries are sold back 
to private operators this pattern of monopolistic charges will recur in an 
aggravated form, and that the good work of redistributing loads according to 
real cost patterns, which was being set in hand by its own slow revision of 
charges, will be unnecessarily thrown away. 

In the last eighteen months, at any rate, the Transport Commission has 
undertaken some ambitious studies of relative costs and has sought to prod 
traffic towards those media that these studies have suggested to be most 
economic. It should be frankly recognized, however, that so long as the railways 
labour under excessive public obligations these cost studies must be largely 
a matter of guesswork, and the official prodding that follows upon them must 
be largely ineffective. The best solution would clearly be to lighten the public 
obligations on the railways, return the road haulage vehicles to private hands, 
and then allow a much wider measure of competition between them. 5o long 
as no Government has the courage to do this there is room for argument 
whether the second best solution is to be found in attempted public control 
over a field where real control is impossible, or in imperfect private competition 
operating within a charges pattern where competition is inappropriate. Post- 
war experience suggests that the latter is probably the lesser evil, but it should 
be frankly recognized that there is nothing to get excited about in this sorry 
search for the second best. 


THE CASE OF STEEL 
There remains the question of the steel industry, which was originally 
brought under public ownership for reasons rather different from those that 
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lay behind the decisions to nationalize power and transport. In the days 
before it was burdened with the responsibilities of office, the Labour Party 
evolved a very simple policy towards the public utilities. Whenever it was 
faced by a problem that it did not understand, it reached for nationalization 
—in much the same way as Field-Marshal Goering, whenever anybody talked 
of culture, was wont to reach for his gun. But steel did not really present any 
problems, or at any rate none that the Labour Party observed. Nationalization 
here was not due to any desire to resolve or cover up a difficulty; it was simply 
a response to an emotional urge. Once it had run through the gamut of the 
public utilities this was the only sort of nationalization that Labour had left 
to it—and that it has left to it for the future. 

Nationalizations of this type cannot solve or cover up any existing diffi- 
culties, but they may exacerbate or uncover some new ones. There is no doubt, 
therefore, that the Conservative Government’s proposals for undoing the 
nationalization of steel, while still keeping control over the most urgent par- 
ticular problems of the industry by way of the new Iron and Steel Board, 
should be welcomed—and watched with sympathy. The most urgent particular 
problem that hangs over steel on the eve of denationalization is the problem 
of its investment programme. In an economy where real investment—and 
the sources of finance for it—is far too small, the steel industry has an invest- 
ment programme that is relatively rather too large. The only positive thing 
that the Iron and Steel Corporation did during its brief eighteen months of 
active life was to borrow at 3 per cent. per annum from steel companies that 
had cash lying idle and to lend this money in turn (also at 3 per cent. per 
annum) to companies needing extra cash for development. This system 
—together with the continuance of the Federation's subsidy-cum-levy scheme 
—may have dealt a new blow at the never very sturdy spirit of competition 
within the industry. But it has also helped to keep the development pro- 
gramme going. It will be interesting to see how that programme, which will 
apparently require some £30 millions a year in addition to heavy ploughing 
back of profits, fares under the new regime—both when the industry is fully 
returned to private hands and while it straddles half in and half out of the pro- 
posed Realization Agency. 

There seems little doubt that in the next few months the British public is 
going to be subjected to some wild and much woolly talk on the subject of 
nationalization from both major parties. Throughout it all the observer who 
prefers to judge issues according to their merits, and rot according to his own 
emotional urges, would do well to bear in mind the two great failings of the 
nationalized industries since the war. In the first place, they have failed 
signally to adjust the prices they have charged to the pattern of real costs they 
have endured. In the second place, they have pre-empted too large a share of 
Britain’s too scarce investment resources. All proposals for new nationaliza- 
tions that aim at imposing these failings on industries at present in private 
hands represent grievous sins of commission against economic recovery. But 
all proposals for dealing with existing nationalizations that ignore the need for 
correcting these two failings represent sins of omission that are scarcely 
less to be condemned. Decentralization and marginal changes of ownership 
are not enough. 
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SCOTLAND: 


An Economic and Industrial Survey 








The Importance of Being Scottish 
By F. S. Taylor 


HAT there has been a reawakening of the Scottish national spirit is now a 
~T gencrall accepted fact. The casual visitor might not notice any very 

striking evidence of it, and might indeed leave with the impression of 
many traditional problems still unsolved and much mental disquiet among the 
Scots at the tardiness of progress towards their solution. But to anyone who 
knew Scotland twenty years ago the difference in outlook and attitude is 
unmistakable. The atmosphere may be reminiscent of a chapel service rather 
than a revivalist meeting, but it is no longer that of a conventicle of hunted 
men among the hills. 

This new spirit and the revival of interest 1n Scottish affairs has expressed 
itself in many different ways. It began, as all such movements must, with an 
upsurge of intellectual activity that can be traced back to the early 1920s. 
and over the years it has rekindled an interest in the country's literature, poetry, 
history and institutions; in its crafts, its drama and its dancing. It has 
aroused the consciousness of a separate nationhood and a desire to preserve It. 
the awareness of a Scottish point of view and the determination to express it. 
All of this has contributed to a feeling, 1f not of self-confidence, at least of self- 
importance. But it has also produced a profound dissatisfaction with the 
country’s present position and considerable anxiety about its future. For 
Scotland feels neglected. 

The memory of the 1930s is the root cause of this anxiety. Then Scottish 
unemployment figures were consistently higher than those for the rest oi 
the country and, directly or indirectly, about one-third of the population was 
affected by the lack of work. The slump hit the staple heavy industries with 
the greatest severity and very few of the new, growing industries established 
themselves in Scotland. Much has been done in the intervening period te 
diversify Scottish industry; its range is now much wider than is often thought. 
but employment still depends too greatly on the heavy industries and another 
slump would hit these industries hard. Nor can too much confidence be placed 
on the newer industries that have taken factory space 1n the industrial estates. 
Many of them are branches of English firms and as such seem likely to be 
among the first to close in the event of a recession. In fact, some of them are 
shut down at the moment. 

The housing problem is also much more acute in Scotland than elsewhere 
and the degree of overcrowding is much greater. It has been estimated that 
there are 250,000 people in Glasgow who cannot be rehoused under modem 
conditions within the city boundary. Over 180,000 new houses are needed and 
there is room for only half that number. Yet, while city dwellers continue t0 
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huddle in their warrens, the depopulation of the Highlands goes on, because 
nothing adequate has yet been done to arrest it. These facts provide common 
ground from which all parties and all shades of opinion may take off, but the 
Scots are a schismatic and argumentative race and once air-borne on the wings 
of theory and policy they tend to fly in many different directions. 

There are, perhaps, four possible courses towards a more stable and pros- 
perous future; and each has its advocates. There is, first, the out-and-out 
Nationalist, who contends that the blame for all the ills of the past and the 
present can be laid at the door of “ English government ’’ and who sees no 
solution except in complete separation from England. A more moderate view, 
put forward by the leaders of the Scottish Convention, might be stated thus: 
Scotland is a separate nation and a separate geographical unit; its problems 
are different from those of England, but the modern machinery of government 
and administration is too vast, too remote and too impersonal to take proper 
account of such factors. It would therefore be to the benefit of all concerned 
if, within the framework of the United Kingdom, Scotland had a separate 
Parliament with legislative and financial powers to deal with purely Scottish 
affairs. A third view, which seems to appeal to most Scottish politicians, 
admits the need for greater administrative devolution, but holds that legislative 
powers should continue to reside in Westminster. Finally, there are those who 
have little faith or little interest in a political solution, but who prefer to work 
within the present framework and seek solutions for individual problems. 

From time to time, if some particularly ill-advised decision affecting Scottish 
interests is taken in London, all these elements may fuse, and the roar of protest 
that goes up is national and not local. This gives it a much greater power of 
penetration and on more than one occasion it has secured the reversal of such 
decisions. More general pressure, both within the political parties and from 
outside, has secured various ‘ concessions to Scottish opinion ”’ from both 
Labour and Conservative parties in recent years. The Labour Party gave 
more scope to the Scottish Grand Committee in the House of Commons. It 
provided more information in the shape of the annual White Paper on “ In- 
dustry and Employment in Scotland” and it set up the Scottish Economic 
Conference. (The White Paper still appears annually, but nothing has been 
heard of the Conference for over two years.) The Conservative Party, before 
its return to office, had committed itself to the appointment of a Minister of 
State for Scotland and an additional Under-Secretary. It also undertook to 
appoint a Royal Commission to “‘ review the whole situation as between Scot- 
land and England in the light of modern developments ’’, and promised that 
separate Scottish Boards or Commissions would be appointed for most of the 
nationalized industries. The Ministers have been appointed and the Royal 
Commission has been set up (though its terms of reference have been drawn 
rather more narrowly than in the original proposal and its scope appears to be 
confined to administrative questions). But the Transport Bill now before 
Parliament has been looked at with a somewhat jaundiced eye in Scotland 
because, although it provides for a separate railway authority, it is to be an 
authority with no financial powers. London, apparently, will continue to hold 
the purse strings. 

_ This question of financial control is crucial in a world in which competition 
lor available resources is tending to be decided more and more by boards, 
commissions and controllers—and less and less by the free operation of the 
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market place. In these conditions those parts of the country most distant from 
London are likely to fare worst unless their case is presented frequently and 
forcibly. The Nationalists, however, go further. They have made it a cardinal 
point in their propaganda that Scotland contributes more to the British 
Exchequer than she receives in the form of Government expenditure, and that 
she supplies a more than proportionate share of United Kingdom exports. 
Their case, in fact, is that as a separate country, with no obligation to feed and 
generally support the thriftless English, Scotland would have a favourable 
balance of trade and could afford to invest much more heavily than at present 
in urgently needed capital works. But not everyone, and least of all the 
Government of the day (regardless of party), can accept this contention as 
already proved, and it was to investigate the possibility of providing a satis- 
factory answer that the Committee on Scottish Financial and Trade Statistics, 
with Lord Catto as Chairman, was appointed in July, 1950. Its report was 
published last July. 


THE STATISTICAL GAPS 

The Catto Committee's main terms of reference were to consider “ the 
practicability of making a return showing (1) the revenue from and Government 
expenditure in (a) Scotland and (b) the rest of the United Kingdom; (i) Scot- 
land’s share in the imports and exports of the United Kingdom; and (in) 
Scotland’s balance of payments with other countries, including the rest of the 
United Kingdom’. It set out about these tasks, first, by making a careful 
examination of Government revenue and expenditure under each of the heads 
of the financial statement submitted to Parliament as the basis of the Budget 
for 1951-52. It interpreted the words “‘ revenue from Scotland ”’ in its terms 
of reference as meaning taxes paid on incomes received and dutiable goods and 
services consumed by residents of Scotland, which is not the same as revenue 
collected in Scotland. Its conclusions on this point were that it is possible to 
attribute about one-third of the ordinary revenue directly to residents of one 
country or the other, that about 60 per cent. could be allocated by various 
methods of estimation sufficiently reliable to preclude any considerable error. 
The remaining I0 per cent., representing purchase tax and other indirect taxes, 
would have to be allocated on a population basis. This involves the assumption 
that per caput consumption of dutiable goods is roughly the same in both 
countries; this cannot, of course, be taken for granted, but the margin of error 
is likely to be small. Revenue, therefore, can be allocated. 

A similar detailed examination of expenditure led the committee to conclude 
that about four-fifths of the ordinary expenditure could be allocated under 
three headings: (a) English, (b) Scottish and (c) General. The committee 
took the phrase “‘ expenditure in Scotland” to mean “ expenditure for the 
special benefit of Scotland ”’ (as opposed to money spent by the Government 
in Scotland, for whatever purpose). It estimated that about 55 per cent. of 
expenditure should be classified as General. 

Its conclusions under this heading were that it would be practicable, 
without involving undue additional work, to produce a return showing the 
separate Scottish and English contributions to revenue, their shares in Govern- 
ment expenditure and their respective contributions to General expenditure— 
on common services such as Defence, Foreign Affairs, etc. It held that, while 
it could not present a completely accurate picture, such a return would be of 
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value in comparing the respective fiscal positions of England and Scotland. 
The Government has accepted this proposition and in future an annual return 
will be issued. This will follow broadly the same lines as those that were issued 
from 1893 till 1922 and from 1932 till 1935, but the detailed allocation of 
individual items will be on the basis suggested by the committee. 

Some time in the near future, therefore, those who like to debate whether 
England lives off Scotland’s back, or vice versa, will have some—though 
admittedly imperfect—figures of Government revenue and expenditure to 
play with. They will not, however, have any figures to show the proportion of 
United Kingdom exports and imports that should be attributed to Scotland. 
In its analysis of this problem of assessing Scotland’s balance of payments, 
the committee pointed out that goods handled at Scottish sea and air ports are 
recorded, but some of them are in course of transit to England; a considerable 
volume of Scottish trade similarly enters or leaves through English ports. No 
reliable figures of total Scottish exports and imports can therefore be obtained 
except through an elaborate system of returns from manufacturers, traders and 
carriers, or by instituting a system of control at the border that would be 
expensive and would greatly hinder trade. Even if this massive statistical 
effort were made, problems of valuation would remain because of the different 
stages at which articles become subject to duty. In its conclusions the com- 
mittee stressed the extent to which the economies of the two countries are inter- 
dependent and the importance to each of unrestricted access to the markets of 
the other. Having found no method by which worth-while statistics on the 
subject could be collected without considerable expense and hindrance to 
trade, it made no proposals under the second and third headings of its terms of 
reference. The committee did investigate the possibilities of the indirect 
approach described by Mr. A. D. Campbell in THE BANKER twelve months ago, 
but decided that it could not yield sufficiently accurate results. The Scottish 
balance of payments, therefore, is to remain in the realm of speculation. 


FOURTH FORCE IN SCOTLAND 

This debate over statistical gaps, and the possibility of filling them, owes 
much of its importance to increased political pressure and fiery political argu- 
ment; Englishmen would do well to remember that Scotland’s emblem is a 
prickly thistle and its motto is “‘ Nemo me impune lacessit’’. But, as has been 
said already, there is a fourth school of Scottish thought, and one that is but 
little interested in political solutions or Nationalist propaganda. Its views may 
be summed up in the words of one of its outstanding figures, Mr. Thomas 
Johnston, former Secretary of State for Scotland and now Chairman of the 
North of Scotland Hydro-Electric Board and of the Scottish Tourist Board: 
“It is at least a mistake in emphasis to substitute for a ‘ here-and-now ’ effort 
to reopen the stone quarrying industry in Scotland the incident of the West- 
minster Stone. Yet some people say, ‘ Get a Parliament first: that is the first 
step. Some of us have sought to concentrate rather upon the restoration of 
our economy as a primary duty ”’ 

This attitude presupposes that there is a future for the Scottish economy: 
but is that premise correct? Since the new industries passed it by in the years 
between the wars, will the even newer ones now on the horizon do the same? 
Ina recent article in the Three Banks Review, Professor A. K. Cairncross, of 
Glasgow, and R. L. Meier, of C hicago, endeavoured to assess the requirements 
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of these new industries and the capability of Scotland to supply them. Aftera 
careful survey of a number of them—electronics, chemicals, industrial micro- 
biology, high-vacuum engineering and others—they concluded that Scotland 
offered natural locational advantages for some of them, that her prospects were 
better than those of several other early industrialized regions and that she 
possessed in abundance the necessary resources in brains and_ technical 





education. 

If these potentialities are utilized, thanks will be due in no small measure 
to the work of the Scottish Council (Development and Industry), which, though 
not alone, serves as a focus of non-political activity in the economic field. In 
earlier times its main preoccupation was with the provision of employment, 
the diversification of industry and the development of local resources. It 
has functioned as a clearing house of information, as a link between industry 
and Government and as a go-between, introducing the industrialist seeking a 
site to the locality suited to his purpose. The fact that 50 per cent. of all 
American and Canadian enterprises that have come to Western Europe since 
the war have been located in Scotland is largely a result of its work. To find 
markets for Scottish products it has made skilful use of the well-known “ clan- 
nishness ’ of the Scot abroad by establishing representation in the United 
States and “ look-out posts’ throughout North America. Increasingly in 
recent years, however, it has come to place emphasis on attracting and building 
up the right kind of industry. It has, for example, developed a plan under 
which work on electronics is farmed out to smaller firms by one large under- 
taking, which provides technical assistance to the sub-contractors in the early 
stages of production. It is now endeavouring to establish a similar scheme in 
precision engineering. Progress with such schemes cannot be either swift or 
spectacular, but if the world is indeed on the threshold of a “ third industrial 
revolution ’’ Scotland will have cause to be grateful for the Council’s forward- 
looking policy of surveying the new ground and enlisting the pioneers. 

Does any or all of what has been written in this article justify its title? 
[s it important to be Scottish—to anybody except nationalist-minded Scots’ 
The answer is perhaps, “‘ Only potentially ’’. The field of native art and letters 
is being cultivated vigorously; it might yet produce a new Burns, a Walter 
Scott or an Adam Smith. Scottish political agitation may seem parochial to 
outside observers, but it can arouse more emotion and enthusiasm than the 
stale platitudes that are the staple fare of British party politics to-day. One 
of the major issues of our time is how the omnipresent machine of government 
can function efficiently without becoming oppressive; it is at least conceivable 
that experiments in administrative and possibly legislative devolution in 
Scotland may point a way out of the impasse. Finally, if Britain is to survive 
in a competitive world, it must adapt itself to the technological changes that 
are taking place. There can be no pretence that Scotland leads the rest of the 
country in this respect, but there are at least voices dinning into Scottish ears 
advice more practical than the everlasting ‘““ we must increase our pro- 
ductivity ’’. All this is important in so far as it represents an effort to come to 
grips with the realities of the post-war world; the scale may be small, but it 1s 
out of small pilot experiments that great inventions spring. If Britain is not 
to slip back into the status of a third-class power, a freshening breeze must 
blow through many of its institutions. The north wind is cold, but tt 


invigorates. 
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The Changing Structure of Scots Banking 
By a Special Correspondent 


there have been two events of exceptional importance in this field. One of 

them represents a complete break with traditional practice, while the other 
promises to alter radically the institutional pattern that has been familiar for 
many years past. For well over a century it has been a feature of Scottish 
banking that no charge has been made for operating current accounts. In 
July the banks announced that as from September 1 this would no longer be 
the case. In August came the announcement of a proposed merger between the 
Bank of Scotland and the Union Bank of Scotland. This is the second amal- 
gamation since 1949, but it is only the fourth in this century. 

Most people will agree that the change in bank charges was overdue. The 
old Scottish method of levying charges on the person negotiating a cheque and 
not on the drawer had ceased long ago to have any basis in logic. It dated 
back to 1836 and to the days of slow transport; the fact that it had survived 
30 long demonstrated the unwillingness of the banks to disturb arrangements 
to which long usage had accustomed the public. But economic pressure is 
no respecter of custom, and when the banks had to decide whether to increase 
their charges under the old system or to devise a new one more in keeping with 
modern conditions there could be only one answer. The new system of charges 
is devised, however, to maintain another traditional feature—that all the banks 
levy charges at the same publicly intimated rates. 


Sttere June, when Scottish banking was last reviewed in THE BANKER, 


Since September I, 1952, these charges have been: 


(i) Current Accounts. 6d. for each cheque drawn on a current account (with a 
minimum of 10s. per half-year). This charge will be offset by an allow- 
ance of 6d. per month for every complete £100 of the minimum (creditor) 
monthly balance, but such allowance may not exceed the charge exigible. 
Religious and charitable institutions are exempted from this charge. 

(ii) Negottation of Documents. For cheques (other than those drawn on the 
office at which presented and certain excepted documents) cashed or 
contained in transfers to other banks—6d. per item. 

(in) Lor Granting Drafts and Making Transfers—\s. per cent. 

(iv) Mzscellaneous Charges. Charges are made for certain specific services, 
such as making payments under bankers’ orders, distributing dividends 
paid over in one sum, etc. 


this represents a considerable simplification of the old system and it places 
the incidence of the charge where it rightly belongs—on the person who creates 
the work. It should speed up the handling of business at the counter and it 
will produce much-needed additional revenue for the banks. 

The announcement was made and the reasons for the change were carefully 
explained at a press conference in July. In view of the fact that Scots have 
been accustomed for generations to regard a current account as a “ free ”’ 
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service, the public reaction was comparatively mild. The real test will come 
in March, when the first charges appear in customers’ statements and pass- 
books. One feature of the new system that will be welcomed heartily by the 
staffs is that the charges will be levied, not at each bank’s annual and half- 
vearly balances, but during the second weeks of March and September, for the 
periods to February 28 and August 31. Some accounts have been closed, but, 
so far as can be gathered, these have been mainly small ones, most of which 
must in any event have been unremunerative. No doubt some of the deposits 
lost have gone to the Post Office and other savings banks, but much of the 
money has merely been transferred to savings accounts in the same bank, so 
that the total loss is unlikely to be serious. 

English commentators have questioned whether the new charges are high 
enough, since it has been estimated that the average cost of negotiating a 
cheque is around Is. Time must be allowed for the new system to prove itself 
in practice, but it is not entirely without significance that, since its introduction, 
the banks have offered—and the staff associations have accepted—a con- 
solidation of 20 per cent. of the present cost-of-living bonus (which 1s to total 
30 per cent. in 1952), and a bonus payment of not less than 10 per cent. of the 
consolidated salaries in 1953. Since this offer involves an increase in future 
pensions, as well as in present salaries, the banks are presumably satisfied that 
their revenues can now bear a load for which they were reported to be in- 
adequate two vears ago. 


THE NEw AMALGAMATION 


Like the change in the charges system, the amalgamation between the 
Bank of Scotland and the Union Bank needs to be viewed in its historical 
setting. When the twentieth century opened there were ten banks in Scotland, 
and eight of them were comparatively large institutions for that time. The 
average Scottish bank still commanded greater resources than did the average 
English provincial bank (of which, incidentally, there were no less than seventy 
in 1900). Between 1g00 and 1910 the Caledonian Bank was merged with the 
Bank of Scotland and the Town and County Bank with the North of Scotland 
Bank. The reason put forward in both cases was the strain imposed by the 
long continuance of low rates of interest. Four of the banks became affiliated 
to English banks between 1918 and 1923, but all of them continued their 
separate existence. To those who had grown up in it, the system had an air 
of permanence. Moreover, the differences in size of the individual banks were 
not large. By 1933 the average figure of total resources was {42.9 millions; 
admittedly, the Royal Bank of Scotland exceeded this by {29.5 millions and 
the North of Scotland Bank’s figures were {14.2 millions below it, but the re- 
sources of the remaining six were all within {10 millions on either side of the 
average. 

The position was very much the same in 1939; nor, proportionately to the 
larger figures then ruling, was the disparity very much greater in 1948. In 
1949 the Clydesdale Bank and the North of Scotland Bank were amalgamated, 
but as both were subsidiaries of the Midland Bank no one looked much beyond 
that fact for an explanation. That event nevertheless altered the ‘‘ balance o! 
power’. The average figure for the total resources of seven banks in 195! 
became {132.1 millions, but now there were three banks whose figures fell in 
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the range {150-£200 millions, two between {110 and {120 millions, and two 
below {100 millions. The largest bank (Clydesdale & North, £183.5 millions) 
was more than twice the size of the smallest (Union won £87.5 5 millions). 

This, then, is the background to the projected merg ay oth een the Bank of 
Scotland and the Union Bank, which, on the basis of cae balance sheet figures, 
will produce a unit with resources of over £200 millions. Figures of total 
resources do not necessarily provide the best index of any bank’s competitive 
ability, but there is little or no specialization in Scottish banking and in any 
period there is bound to be a minimum size below which competitive power may 
be lost. In the years of inflation anyone can see the rise in total figures, but 
only those within the banks know how far the rise in advances is due to an 
increase in the number of borrowers, and how far it is due to an increase in the 
average amount required by each borrower. With the official restraints on 
bank advances in operation it is not unlikely that the second factor may 
account for a considerable part of the 100 per cent. increase in advances since 
1946. In these circumstances a smaller bank might easily find itself faced by a 
threat that Scottish bankers have abhorred for well over a century, that of 
having its advances insufficiently spread. 

These factors have been mentioned because, though less obvious than 
others, they may have played a part in deciding the issue. Readers of THE 
BANKER do not need to be reminded of the other pressures that have affected 
the banks in recent years. Rising costs have been unaccompanied until very 
recent times by any increase in interest rates or, in Scotland, by any great 
increase in revenue from charges. Since 1949 a falling gilt-edged market has 
imposed a heavy strain and under the new monetary policy it was to be expected 
that deposits would fall. In the particular case of the Scottish banks the steady 
increase 1n the note circulation has reached a point at which it is doubtful if 
they now obtain any real benefit from it. 

These factors have all been present, and they are potent, but it is difficult 
to see how the amalgamation, in the form proposed, can bring any immediate 
relief from them. All that has been decided is that, as a first step, the Bank 
of Scotland will acquire the share capital of the Union Bank of Scotland. 
Ultimately the two will be merged and the new unit will be called the Bank 
of Scotland, but the intention is that this complete fusion will not take place 
for some time, probably for several years. The intervening period will be used 
to align the working practices of the two banks, to deal with the complexities of 
pension schemes and other staff problems and to work out a policy for the new 
institution. And it is understood that the staff of one of the banks has been 
told that there is no immediate intention of closing branches on any large 
scale or of a “‘ staff redundancy scheme ”’ on the lines followed in 1951 by the 
Clydesdale & North of Scotland Bank. 

On the face of it, therefore, the decision to amalgamate seems to have 
been actuated not so much by the problems of the present as by a shrewd 
appreciation of future prospects. The business of banking tends more and 
more to be divided into two separate functions. Lending and investing other 
people’s money still requires as much skill and training as in the past; but the 
second function—that of acting as paymasters and book- -keepers for the com- 
munity—is in constant process of simplification and mechanization. To be 
economical the machinery must be used on a more intensive scale than is 
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possible in Scotland with its multiplication of small branches. Only by amal- 
gamation can the number of branches be reduced and their size increased, and 
only by careful planning can the maximum use be made of the opportunities 
for rationalization that it presents. 

The past fifty years has seen the transition almost from the quill pen to the 
ledger-posting machine, and the process is far from complete. The photo- 
electric cell is already in use, the electronic calculator is still in its infancy and 
the use of television in banks is only in its experimental stage. Scope for the 
application of these devices in Scotland will probably always be limited, but a 
larger bank can hope to make more use of them than can a smaller one. The 
amalgamation, by increasing these potentialities, should give a fresh lease of 
life-—may it be a long and worthy one—to the oldest bank in Scotland. 





Hill-farming for Britain’s Food 
By R. J. Urquhart 


ARD times drive us to look to our own resources, and in the matter of 

food we in these islands are living in very hard times indeed. Hardly 

a month passes without one or more warnings from a variety of authori- 
ties of the alarming rate at which the world’s population is outstripping the 
world’s capacity for food production, so that, even if we had the currency to 
expend overseas on food, it may become more and more difficult to go shopping 
abroad. In this drive to get more food from our own fields and hills, Scotland, 
both during and since the war, has played a part of which its great basic 
industry of farming can be proud. But a lot more can be done, given the 
right incentives. There are two possible approaches: one is to increase the 
production from the good land, which, in the opinion of many authorities, 
could yield much more without jeopardising its fertility; the other is to bring 
into more productive use the poor land, especially the hill land, which at 
present 1s contributing little or nothing to the national larder. 

The possibilities of the uplands will be best appraised after glancing first 
at the salient trends in Scottish farming over the last few years; but one 
general point deserves to be made at the outset. Notwithstanding many 
recent, but too facile, generalizations to the contrary, farming remains a 
gamble. There are still pests, floods, snowstorms, droughts, crop and stock 
diseases and other enemies to meet, and even the very Government guarantees 
of assured markets and fixed prices may be so changed as to reduce that con- 
fidence that is essential to an industry that must be able to take a long view. 

The accompanying tables show, at a glance, Scotland’s “ vital statistics © 
in stock and crop production in 1952, with figures for selected previous years 
for comparison. They are taken from the June census, the most important of 
the quarterly stocktakings made by the Department of Agriculture for Scotland. 
Among the most interesting inferences to be drawn from these figures are those 
that show how Government decree and price-switching can raise or depress 
production. The milk figures show the steady progress made until—two years 
before the scheduled date—the milk producers passed their target. At the 
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1950 review of prices they did not get full recoupment and the figures for dairy 
cattle show the result. Provided it does not go dangerously far, the reduction 
in numbers of dairy cattle need not be alarming, thanks to the producers’ skill 
in increasing production per cow. The following table shows average sales per 
cow in Scotland for the years stated: 


AVERAGE SALES OF MILK PER COW IN SCOTLAND 
(Gallons) 


1O44-45 1945-40 1946-47 1947-45 [945-49 1949-5¢ 1950-5! 
532 555 550 579 O13 650 635 


/ 


It should be noted that total production per cow will be more than this, because 
a proportion of the milk produced is kept for calf-feeding. 

Despite the vital place of milk at home, and despite the rise to world fame 
of Scotland’s native dairy breed, the Ayrshires, Scotland’s eminence in live- 
stock 1s based on beef. The main Scottish breeds, the Shorthorns and the 


LIVESTOCK 


(‘oo0’s) 


Cattle 
Year Dairy Beet Sheep Pigs Poultry 
1933 <n — - 711.6 552.0 7,O11.! 1607.0 5,514.0 
1939 740.7 607.9 5,007.1 252.3 7 243.0 
bO45 523.3 630.5 6.3500.0 170.60 7,453.1 
1940 $23.6 6045.4 6,953.9 109.5 7,7C8 " 
1947 S14.5 044.1 0,024.7 1405.3 7,910.8 
19458 $27.7 671.6 6,730.7 183.7 9,254.7 
1940 ae ei xa $42.8 725-7 7,102.9 232.4 10,006. 3 
1950 552.7 703.7 7>337-3 250.9 [0,073.1 
195] $23.2 770.9 6,853.9 339.1 9,927.0 
1Q52 _ o* «% SO03.4 77242 7,273.4 140.5 9,970.1 
MAIN CROPS AND GRASS 
(‘Ooo acres) 

Total Crops Sugal 
Year and Grass* Arable Wheat Barley Oats Potatoes Beet 
1939 . 4,559.2 2,935+5 50.1 99.0 777-1 ‘34-3 7-0 
1Q45 _ 4,425.0 3,342.7 go.I 216.60 1,003.0 224.4 [2 
1951 4,393.9 3,159.3 69.7 172.95 $95.3 174.0 10.7 
1952 5-4 4,391.9 3,222.3 65.3 199.0 903.4 572.1 [oO.] 


* Includes permanent and rotation grasses. 


Aberdeen-Angus, are appreciated in every country where good beef breeding 
is practised. In 1951 about £300,000 worth of pedigree stock were exported 
to the Commonwealth countries and America and Argentina, but the recent 
outbreaks of foot and mouth disease have brought a ban on exports to many 
areas and at the time of writing some 600 animals bought as far back as Jast 
Spring are still awaiting shipment. South of the Border, too, Scotch beef is 
appreciated; the days when “ Scotch Killed’ and “‘ Prime Scotch ’’ meant 
something on the tags stuck in beautifully “‘ marbled’”’ quarters are still 
remembered. In spite of the war-time urge for quantity rather than quality, 
Scots breeders and feeders have managed to maintain high quality. In the 
period 1945 to 1949, 93 per cent. of the beef steers, heifers, and cow heifers 
marketed in Scotland were graded Super Special, Special or A Plus, the three 
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highest categories. In England and Wales the proportion was 74 per cent. 

It may be noted that, by value, livestock products account for slightly less 
than three-quarters of the total of Scottish farm output (on the basis of figures 
for 1950-51), with over 15 per cent. of the total in cattle and calves and 28 
per cent. in milk and milk products. These proportions compare with 10 per 
cent. for sheep and wool and nearly 13 per cent. for poultry and eggs. This 
predominance of cattle and milk, together with the fact that Scottish farm 
output is running well below the national target of 20 per cent. expansion in 
the five years from 1947, gives special point to the studies of the scope for 
expansion through hill-farming. The fact that Scotland has between 10 and 
11 million acres of rough grazings has fired many an imagination with schemes 
to find in these vast areas the answer to our food—and particularly our meat 
—supply problems. These areas are located mainly, but by no means wholly, 
in the Highlands, in what are known as “ the crofting counties ‘’—Argyll, 
Inverness, Ross and Cromarty, Sutherland, Caithness, Orkney and Shetland. 
No part of the world has been “‘ sat on ”’ by a longer or more drearily ineffectual 
succession of boards, committees, commissions, panels, authorities and other 
bodies consisting of well-meaning people whose main handicap has been that 
they have usually had no power or finance to put their findings to use. It is 
still “a far cry from Lochow " to the Treasury in Whitehall. These bodies, 
and countless individuals, have listed the things the Highlands need—piers, 
cheaper and more efficient freights, better transport by road and rail, improved 
methods of farming and marketing and many other things. But part of the 
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problem is psychological, and one of the first necessities of the people who 
live there is confidence. For a century and a half, after the brutal infliction 
of the “ Clearances ’’ in which the glens were emptied of their human popula- 
tion to make way for the enriching sheep (enriching, at least, in those days), 
the people have been numbed by neglect and lip service. 

Agriculture, so far as the Highlands are concerned, does not seem to have 
a voice with the singleness of purpose, the authority and the financial power 
of two other great forces operating for good in the Highlands, namely, the 
Forestry Commission and the North of Scotland Hydro-Electric Board. Indeed, 
there is already a stupid type of internecine warfare springing up on the agricul- 
tural side in which hill sheep men decry recent cattle “‘ ranching *’ schemes as 
poppycock, while the cattle men tell the sheep men that, as a sheep’s greatest 
enemy is another sheep—because of their selective grazing habits that allow 
the coarse vegetation to conquer—they must get more cattle on the hills so 
that more sheep may be kept on them. 

Lord Lovat in Glen Strathfarrar, Mr. J. W. Hobbs at Inverlochy and other 


‘large-scale cattle-rearing pioneers have shown what can be done when the 


capital, the right terrain and the enthusiasm and know-how are all present 
in the night proportions. But this due combination is crucial. For these 
“ranching " pioneers are the first to agree that too much publicity has been 
given to these enterprises and to the claim made—not by their creators— 
that these schemes will answer the meat supply problem. There are certain 
areas where the possibilities for more such enterprises exist, but if the High- 
lands are to become the great nursery for store cattle, which are the raw 
material of our beef, then the real answer lies in getting the thousands of 
smaller men to increase their production, to keep one cow instead of two, or 
two instead of three, and so on. The total population of cattle under one year 
old in these crofting counties at June last was over 53,000. It would take 
many large ranches to get anywhere near that figure, and, while the work of 
the large-scale entrepreneurs must be praised, the real answer always comes 
back to the numerous men with the smaller holdings. 

One of the most recent bodies to consider the upland farming question is 
the Hill Lands (North of Scotland) Commission under the chairmanship of 
Lord Balfour of Burleigh. After eight or nine months cogitation this commis- 
sion came out with a report the substance of which was that the kernel of the 
problem of increasing hill cattle stock was in the provision of winter keep. 
This is a fact that is known to every crofter with an_acre or two or a cow or 
two to his name. The commission did take one really practical step, however, 
in getting a grant towards the purchase of hay for hill stocks. It is an excellent 
start, but nothing like the beginning of a real policy for agriculture in the hills 
—by which is meant stock raising, for which they are primarily suited. If 
the Australian stockman can get a 15-year guarantee for his meat from this 
country and Argentina can get an outlandish price, surely something could 
be done for hill cattle raising in Scotland ? 

It does seem strange that farmers at the other side of the world get this 
guarantee from Britain, but that a producer in the Western Highlands cannot 
even share in the guaranteed price that other British producers get for their 
eggs. One first necessity would be to make the people of the crofting com- 
munities more articulate about their needs, for few, if any, are members of 
such organizations as the Farmers’ Union, and it may even be necessary to 
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alter present legislation, which gives crofters such complete security of tenure 
that we can have absentee crofters, men who are tenants of crofts but who 
may be barmen in Glasgow. This does not encourage such things as amalgama- 
tions into more economic croft sizes—-quite apart from the other objections 
to such a state of affairs. 

Because there is no voice for agriculture like those that speak and order 
for the Forestry Commission and the Hydro-Board, there is often conflict 
when these powerful bodies move into an area for development. It appears 
that the problems of the world food situation have not yet hit the powers 
that be with sufficient force to make them responsive to the case for cattle 
raising on the hills. Admittedly, to develop the hills fully—for food, for forestry 
and for power—wwould be costly. It may demand special transport treatment, 
bold plans for liming and reseeding (possibly following New Zealand's lead in 
the use of aircraft), the creation of depots of winter fodder at lower rates and 
many other things such as schemes of building for housing and other purposes. 

Moreover, the fact that long distances separate the Highland farmer from 
his sources of supply raises the difficult question of differential transport rates 
for these areas, for the high cost of their produce such as calves and store 
cattle is having unfortunate results in other parts of Scotland. The demand 
for such relief cannot, moreover, be airily dismissed—as the purist might be 
prone to dismiss it—as just another plea for arbitrary subsidization. One 
practical example will suffice to show the complexity of the counter-arguments. 
The good arable farmers on the rich lowlands must have cattle on the ground 
in order to maintain, with their organic manure, the high fertility of these 
lands. This was usually done by buying-in stock to feed and fatten from the 
less kindly lands where they could be raised but not fattened. But, as the 
prices of this stock increase, many lowland farmers are breeding their own, 
and this is a waste of good land that should be at maximum employment in 
intensive crop production. 

This is Just one example of what benefits could come from a sound policy oi 
marginal land development. Ireland seems to have a cattle policy. The 
Republic can send to this country 400,000 store cattle a year, and still supply 
her own requirements. English buyers flock to the Border and other Scottish 
lamb sales to buy lambs to fatten on the rich lands of the south. In the same 
way, within living memory great droves of cattle went over the Border to be 
fattened in England, but to-day that part of the story is quite different. 
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Between 30,000 and 50,000 calves are bought in England every year to be 
fattened in Scotland. (It was one of these lots of calves that brought the foot 
and mouth disease across the Border with disastrous results to some of Scot- 
land’s leading pedigree herds and flocks, as well as commercial stocks.) 

There are, of course, some special facilities already available to the hill 
farmer. The Hill Farming Act of 1946 has been supplemented by the Livestock 
Rearing Act of 1951, and it is encouraging to note that the grants available 
under these Acts for improving hill farming holdings are being taken up. The 
latest tigures show that 1,451 proposals have been received concerning 1,520 
farms with a total acreage of 3,541,565 and an estimated cost of £6,002,109. 
The grants already paid on those schemes that have been passed amount to 
£502,826. That is a solid contribution, to be set beside the efforts of a number 
of enterprising private landowners. But the problem is still one of great 
magnitude, and those who are keen to see the hills make their due contribution 
to our food needs still await the authority with the power and the finance to 
see it to a solution. 


The Grangemouth Oil Expansion 
By David Murray 


HE oil refinery at Grangemouth on the south bank of the Firth of Forth, 

where the estuary begins to narrow down to a river, would appear to be 

of small moment if measured merely by the fashionable, and often false, 
yardstick of to-day, that of the number of new jobs provided. When the con- 
struction men are off the site and the plant is in full operation, it will employ 
a modest seven or eight hundred workers. That is less than one-twentieth of 
one per cent. of the number paying National Insurance in Scotland. But 
anyone who views from the ground the array of tanks, towers, pipes and 
attendant buildings is left in no doubt that this is major development—even 
ifhe does not pause to reflect that the £15 millions laid out in improving the 
old refinery and building the new one beside it is equivalent to half as much 
again as the whole valuation of the big Colville iron and steel combine on the 
books of the Iron and Steel Corporation. 

But the full significance of the Grangemouth oil scheme lies deeper than 
any of these criteria of importance. It may turn out to be one of the most 
fertile growing points planted in Scotland for a generation past, something as 
lructifying as the hydro-electric schemes that are changing the face of the 
Highlands or the coal developments that are quickening Fife. The prospects 
are that, thanks to Grangemouth, the flat, riparian plain that runs along to 
Bo'ness will sprout a rich growth of those chemical industries that are depen- 
dent upon petroleum. That germination is already in being. The Grange- 
mouth refinery is supplying naphtha to the adjacent plant of British Petroleum 
Chemicals, Ltd., to make industrial alcohols. And that plant is preparing to 
provide ethylene gas to another one alongside, for conversion into monomeric 
styrene for the plastics trades. As an illustration of the criss-cross link up (one 
of the main factors that tend to keep those industries based upon petroleum 
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branched round the main stem), there is the alcohol plant that pumps back to 
the refinery the semi-refined motor spirit and fuel oil that are its own by- 
products. 

The Grangemouth refinery is wholly owned and inspired by Scottish Oils, 
Ltd., a subsidiary of the Anglo-Iranian Oil Company. Scottish Oils and The 
Distillers Company, Ltd., have each a half-share in the industrial alcohol 
concern. With Monsanto Chemicals, Ltd., they share control of Forth Chemi- 
cals, Ltd., the company that is to produce styrene. Despite its ownership, 
Scottish Oils is intensely Scottish in outlook, and, for that matter, in accent, 
With a long foresight it combines an equally long hindsight, derived from its 
origin in the shale oil industry of the Lothians (now a century old). Witha 
sharp eye to the changing fluxes of the present, it is a bit canny about ven- 
turing an opinion about how much its refinery will nourish the petro-chemical 
tree. But years ago, when all concerns seemed to prefer to site their refineries 
upon the productive oil fields, it acquired a site ample enough for a major 
refinery and for a great concourse of connections. Next door to the well- 
established port of Grangemouth, it is favourably placed for both sea and land 
transport. It is near sources of steady labour, both skilled and unskilled, and 
yet is untrammelled by urban pressure in the immediate neighbourhood. It 
is bountifully provided with water—which is only less important to oil refiners 
than the crude oil itself. The very winds prevail in the right direction, out to 
sea. The actual ground, being a thick, stoneless alluvial deposit, not much 
above the water level, poses certain building difficulties. But that tactical 
disadvantage is easily overcome by modern civil engineering, and the nearby 
‘“ bings’”’ of the shale oil industry offer plenty of inert spoil to make up dry 
eround., 

Set against the great plant of the Anglo-[ranian Oil Company at Abadan on 
the Persian Gulf, or even against the refining interests of that concern in 
Britain, the expanded Grangemouth refinery is a comparatively modest affair. 
It was originally planned to put through about 1,800,000 tons of imported 
crude oil a year, including the contribution of about 360,000 tons a year from 
the original stills, first set going in 1924. Under stress of circumstance, that 
has been raised to about 2} million tons annually, by using the 12-inch pipeline 
that brings the bulk of the crude oil from a deep water port at Finnart, on 
Loch Long, about sixty miles away on the other side of Scotland. In view of 
the hazard of bringing laden tankers up the vulnerable East Coast in time of 
war, that pipe line is really a strategic safeguard. 

The present throughput at Grangemouth is less than one-tenth of that at 
Abadan in the days before its trouble. It is not much more than half that of 
Llandarcy in South Wales or of the tonnage projected for the new Anglo- 
Iranian refinery now going up on the Isle of Grain near the confluence of the 
Medway and the Thames. It is less than one-quarter of the 104 million ton 
throughput of the Anglo-Iranian refineries 1n Britain. But it is a very con- 
siderable tonnage for Scotland, more than enough to meet the needs of that 
country for refined oil products. It will be a valuable asset to the economy 
of Scotland. 

The fact that Scottish Oils, Ltd., is a company with a long pedigree and 4 
great deal of accumulated know-how—a commodity that the Americans have 
marketed very profitably in the developing British oil refining business— 
may mean a lot to the future of the general Grangemouth scheme. The founda- 
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tion of the oil refining business is almost as liquid as the oil itself. It takes a 
good blend of caution and enterprise to maintain a sure footing. 

Oil fields, however prolific, do not yield for ever. Nor with so many 
material and political factors to be considered do they yield with great regularity. 
Sources of supply change, and with them the nature and quality of the 
crude oil. These variations necessitate adjustments in the refining processes. 
At the same time, the weight of market demand floods this way and that. 
When Dr. James Young of Glasgow founded the Scottish shale oil industry 
and set the whole world oil industry in course with his refining ideas, the big 
demand was for lamp oil, lubricating oil and wax for candles. The light 
spirits taken from the distilling towers were largely waste products, and, 
moreover, they were troublesome and dangerous ones. With the advent of the 
internal combustion engine, these light oils became the main money-earner. 

With the advent of greater piston speeds and higher compression ratios,the 
world on wheels and in the air sought fuels that were less liable to pink and 
knock. The oil refineries provided motor and aviation spirit with a high 
octane rating, a fuel that burns rapidly on the short side of an explosion. 
But the modern gas turbine engine, with its rotary motion and steady burning, 
is better served with a fuel of low octane rating, one of the kerosene type. In 
the same way, the agricultural tractor has set up its own special demand. It 
thrives on a vaporizing oil derived from raw kerosene which is cheaper than 
motor spirit. Yet there have been times when, as it is said, kerosene has been 
is such glut in the Middle-East oil-fields that it has been pumped back into the 
oil bores. For its part, the self-igniting diesel engine, now playing an important 
part in the world, requires its own special grade of fuel and this is also true of 
the oil-burning furnace in its many uses for steam-raising, for heating and for 
metallurgical purposes. The petro-chemical industries that are taking more 
and more of the refinery by-products and dealing with them by mainly chemical 
means are also subject to changes in technique and demand. 

Oil refining is therefore neithera matter merely of cracking out the maximum 
quantity of high octane spirit nor of seeing how many different products can 
be taken out of raw oil from the ground. The crude oil derivatives must be 
parcelled out in such a way as to keep the market satisfied with practically 
tailor-made products and to bring in the best return to the operating company. 
Careful blending is as much part of the trade as painstaking extraction and 
purification. 

On the processing side, the oil refining industry is subject to the same 
sort of flux. At one time, the distillation principles were mainly thermal, 
that is physical, based on variations in temperature and pressure. To-day, 
the oil refiners are turning more to chemistry, to catalysts and to re-agents 
as processing specifics rather than as mere cleansers and deodorants. The 
process of catalytic cracking (the term “cracking ’”’ was originated by Dr. 
Young, perhaps the greatest oil refining pioneer), which breaks down heavy 
oil into high octane spirit and throws off gas and carbon, is essentially a thermo- 
chemical reaction. So is the counter-process of catalytic polymerization. 
This converts by-product gases from the cat-cracker back into motor spirit. 
The essence of oil refining consists not only of splitting up and re-assembling 
the molecules of oleaginous hydro-carbons but also of knowing where to stop 
and where to carry on. It may thus turn out to be a matter of more than 
considerable moment that the Grangemouth refinery is in the hands of a 
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native company that has gained its experience the hard way, through being 
engaged in the oil refining trade for a hundred years, through good times 
and bad, and through several generations of father and son. 

At the moment, the expansion project begun in 1949 is not yet fully com- 
plete. Stage one, built round a big thermal distillation unit designed to cope 
with crude oil from various fields, is in full operation. This has raised the 
throughput from 360,000 tons to 2} million tons a year. The marketable 
output is about 264,000 tons of motor spirit, 69,000 tons of kerosene, 151,000 
tons of diesel oil and 1,038,000 tons of fuel oil. Washed naphtha and benzene 
is being supplied to the adjacent chemical factory on industrial alcohols, and 
butane gas, liquefied under pressure, is being provided to a local distributing 
concern for ultimate sale in portable cylinders as a household gas. 

The second stage, which is almost ready for implementation, will not add 
to the global output except by making better use of the residuals. Through 
a catalytic cracker, supplied with prepared feedstock from an attendant 
distillation unit working under partial vacuum, it will convert a proportion 
of the heavy oils into the more profitable high grade motor spirit and special 
products. It may be said that the company, drawing from its long experience 
in the shale oil industry, takes great pride in its “ paraffin ” oil (derived from 
kerosene), especially in the refined brand known as ** White May ’. Oil profits 
are not wholly earned from aeroplanes, motor cars, buses, furnaces and ships; 
rustic lamps and urban candles (held against power cuts) furnish their quota. 
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International Banking Review* 


Argentina 

N an eftort to attract foreign capital, even on a short-term basis, the Central 

Bank has decreed that Argentine banks may arrange swap transactions either 

with persons resident in Argentina or with overseas banks or other institutions 
domiciled abroad. Such operations must, however, be arranged in either American 
dollars or sterling. Other essential requirements are that the exchange concerned 
shall be transferred from abroad and that business shall cover a period of at least 
180 days. At the end of this period (in the event of non-renewal) the foreign 
exchange involved, with interest, may be freely re-transferred abroad without 
prior authorization or consultation with the central bank. Transactions must 
take place at the free market rate. 


Australia 


The Governor of the Commonwealth Bank has announced the removal of all 
central bank controls over credit operations by the commercial banks. This is 
discussed in a note on page 252. 

In the annual report of the Commonwealth Bank for the year to June 30, 1952, 
Dr. H. C. Coombs, the Governor, has asserted that Australia’s surplus imports 
and fiscal and credit policies have appreciably reduced the inflationary pressure. 
In consequence, the economy was stated to be more nearly in equilibrium. How- 
ever, investment plans appeared to be ample to absorb all resources made available 
by current savings. 

Pointing out that there was a deficit of {A 575 millions in the balance of pay- 
ments in 1951-52, the report suggested that net capital inflow was now limited 
to little more than funds intended for long-term investment in Australia. But 
with the help of dollar loans and drawings from the International Bank, Australia 
should be able to proceed with her development programme and yet reduce 
drawings on the sterling arcea’s dollar pool. Australia was said to have drawn 
more than $130 millions from the dollar pool in the year ended June 30, 1952. 
This compared with a net contribution of $97 millions in the previous year. 

The net profit of the Commonwealth Bank in the year covered by the report was 
fA 8.5 millions, compared with {A 7.3 millions in the preceding year. From the 
aggregate profit, {A 3.4 millions was transferred to consolidated revenue account, 
and {A 1.8 millions to the national debt sinking fund. Most of the balance was 
used to strengthen the reserves of the bank and the savings bank. 

The Minister for Commerce and Agriculture, Mr. McEwen, has described as 
“ over-optimistic ’’ the claims that Australia could develop big new dollar-earning 
markets for primary produce in America. He asserted that very little opportunity 
existed for Australia materially to expand markets for her chief export—food— 
either in the United States or Canada. The same applied to most other primary 
products such as wool and metals. The only potential market for expansion in the 
United States of primary produce sales other than wool was for carcase meat. 


Bolivia 
The Government has issued a decree establishing a State monopoly for the 
export of minerals. All producers and holders of minerals will be required to 
surrender them to the Minerals Bank of Bolivia against payment at the price 
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Other current international banking news is discussed in ‘‘A Banker’s Diary ’’, on pages 249-254. 
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fixed in terms of national currency and at the official rate of exchange in force 
on the day of the settlement. The bank’s prices will be fixed in relation to those 
established by State contracts with foreign buyers, after allowing for export 
dues, freight and other costs, and after deducting a commission of I per cent. on 
the value of the transactions. 


Brazil 


The head of the Bank of Brazil’s Export-Import Department has declared 
that an effort is being made to remedy the country’s payments difficulties by strict 
import controls. He added that exports of over-priced products would have to be 
increased either by means of barter operations or by the inauguration of special 
exchange measures. The problem could not be solved by import cuts alone. 

Under a new agreement negotiated with Germany, an effort is to be made to 
reduce the arrears in Brazil’s payments to German exporters without curtailing the 
volume of trade between the two countries. The agreement provides that Germany 
will buy Brazilian cotton at prices above world levels but will cover the difference 
by “ over-pricing ’’ exports to Brazil. This is being done by setti1g up a free 
market for Brazilian cruzeiros in Germany. Half of the Brazilian cru iros received 
by German exporters in settlement for arrears of payment will have to be disposed 
of in the free market, together with 80 per cent. of current earninss. German 
importers of Brazilian goods will be able to satisfy their needs for cruzeiros in this 
market at rates showing a discount on the official parity. 

A decree has been passed to sanction the establishment of the National Bank for 
Economic Development. The new institution is to act as a Government agency in 
financial operations concerned with the re-equipment and dev elopment of the 
national economy. [Its initial capital will be Cr.20 millions provided entirely by 
the Treasury. It will receive certain tax funds and administer foreign credits 
granted for development purposes. It will also draw deposits on a compulsory basis 
from savings banks, insurance companies and social security institutes. 


Canada 


A survey prepared by the Dominion Bureau of Statistics shows that Canadian 
purchases of securities from other countries | exceeded sales by $5.8 millions in the 
first half of 1952. There was a net sale of $57.1 millions in the corresponding period 


— : 
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of 1951. Sales totalled $297 millions compared with $312 millions a year before, 
whilst purchases were $303 millions compared with $255 millions. 

The Finance Minister, Mr. Abbott, has declared that corporation taxes and 
personal income taxes in Canada are too high to be maintained for more than a 
relatively short period. They should be reduced as soon as conditions made it 
practicable. 

The dominion’s reserve of gold and U.S. dollars reached a new record level of 
$1,856 millions at the end of September. This is $171 millions bigger than the 
reserves possessed by the whole sterling area on that date. 

The Government recently arranged for a short-term loan of $100 millions from 
the chartered banks to meet its cash requirements during the next few months. 
The loan is in the form of a special issue of Deposit Certificates carrying an interest 
rate of 13 per cent. 


Ceylon 


The Government's programme to contend with the financial crisis and food 
shortage entails a Io per cent. surcharge on existing import duties on luxury and 
semi-essential goods, and a similar surcharge on assessed income-tax for one 
vear. The betting tax rate is doubled. The guaranteed price of paddy is to be 
increased, and restrictions imposed on imports from non-sterling countries. Non- 
essential Government expenditure is to be curtailed. 

It has been explained that, owing to the growth of the trade deficit, the 
dominion has lost Rs. 210 millions from external reserves during the past seven 
months. In addition, there has been a deterioration in the budgetary position, 
mainly due to increased expenditure on food subsidies. It has now been decided 
to fix a ceiling of Rs. 161 millions for these subsidies. 


Colombia 


The International Bank for Reconstruction and Development has approved a 
loan of $25 millions to Colombia. Most of the money is to be used for financing the 
construction of a new railway in the Magdalena River valley. 


Denmark 


The Danish National Bank 1s issuing new five kroner and ten kroner notes. 
The current issue will remain legal tender until June 30, 1953, and will be accepted 
by the Central Bank until June, 1954. The new issue is being made because the 
existing types of notes are considered technically unsatisfactory. 


Egypt 

Following the exhaustion of balances outstanding on Egyptian free sterling 
accounts, the Government has introduced a system of import licensing. It has 
been indicated that, in general, import permits will be granted fairly readily for 
purchases from countries with which Egypt has established barter or other bi- 
lateral arrangements—that is, France, Germany, Switzerland, Yugoslavia, and 
certain Eastern European and Middle Eastern countries. It has been stated, 
however, that if ‘‘ hard currency ’’ countries wish to export their goods to Egypt 
(for the purposes of the new policy, this description applies to all sterling area 
countries), they will have to buy more Egyptian goods and provide Egypt with the 
necessary foreign exchange. All goods ordered and shipped to Egypt before the 
end of the current year will be exempt from the new regulations, provided a con- 
irmed credit had previously been opened. Also exempt are Government orders 
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and private purchases of liquid fuels, books of cultural interest, commercial samples 
and small gifts. 

To assist Egypt to deal with her immediate difficulties, the British authorities 
have consented to release {5 millions from Egypt's blocked sterling balances of {180 
millions. Releases to the full amount provided for by the current Anglo-Egyptian 
agreement had already been made for 1952, and the latest release of £5 millions is 
to be set against the £15 millions that Egypt will be scheduled to draw in 1953. 
Trade and payments discussions have already been proceeding between the two 
countries to devise ways of reversing the previous rapid contraction in the trade 
between them. 

The new Government has initiated a drive to stimulate foreign investment 
in Egypt. 

Eire 

The Government has issued a £20 millions loan, bearing interest at 5 per cent. 
and dated 1962-72. The proceeds are to be used for covering the cost of the 
general development of the country. 

The stock will be exempt from all Irish taxation, present or future, if it can 
be shown that it is in the beneficial ownership of a person who is neither domiciled 
nor ordinarily resident in Eire. In addition, interest on the stock will be exempt 
from Irish income-tax if the beneficial owner, whatever his domicile, is not ordinarily 
resident in the State. It will also be accepted at its face value, in satisfaction of 
death duties payable in respect of any property, on the condition that the stock 
has formed part of that property for a period of at least three months immediately 
prior to the date of death. 


Finland 


Under an agreement concluded between banking institutions to discourage 
excessive competition for money supplies, the commercial banks and the Post 
Office Savings Bank may not pay more than 54 per cent. per annum on sight 
deposits, 5? per cent. per annum on six-months’ deposits, or I per cent. on current 
accounts. Savings banks and credit and consumers’ co-operatives may pay up 
to 5? per cent. on all deposit accounts and 1} per cent. on current accounts. 
Lending rates are not altered. 


Germany 
Germany's banking re-organization became effective at the end of September, 
when nine new banks were founded to take the place of the thirty banks into 
which the pre-war “ Big Three “ were split after the end of hostilities. 
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The ratio for the issue of new shares for old was fixed at 62.5 per cent. for the 
Deutsche Bank, 60 per cent. for the Dresdner Bank and 50 per cent. for the 
Commerz Bank. 


Japan 

The Government has announced the relaxation of some of the restrictions 
imposed on imports from the sterling area earlier in the year. The change of 
policy is attributed to the reversal of the earlier rise in Japan’s sterling balances. 
Official figures show that between the end of June and the end of August, Japanese 
sterling reserves sustained a fall of £26 millions, compared with a rise of £85 millions 
in the previous twelve months. 

An agreement has been reached with the U.S. and Britain regarding the treat- 
ment of ‘Japan’s bonded debt to these countries. The agreement provides that all 
interest, past and future, will be paid at the contractual rates. The service on 
all outstanding bonds is to be resumed immediately, but interest payments due 
between the commencement of the Japanese default in 1942 and the date of the 
agreement (September 26, 1952) will be postponed for an exact period of 10 years. 
The contractual maturity dates of all loans which contain no currency option will 
be extended I0 years, and in the case of sterling loans containing either a fixed or 
current rate option, the extension will be for 15 years. 

Currency options will be recognized by payment of the full sterling equivalent 
of the alternative currency. But the question of whether, and if so when, this 
obligation is to be fulfilled in the alternative currencies provided for by the loan 
contracts is to be discussed between the Japanese and British Governments. 

Full hability for bonds issued by cities and corporate bodies has been assumed 
by the Japanese Government, and the cities and corporate bodies have been 
relieved of all liability. W here there are already sinking funds, these will be 
renewed in accordance with the original contracts, as from 1953. 

The Finance Ministry has transferred 18,000 million yen to the dwindling 
foreign exchange special account. This amount was obtained by the sale of some 
$50 millions of the national dollar reserves to the Bank of Japan. Prior to the 
transfer, the foreign exchange balances in the special account had drepped to 
1,600 million yen. 

A report recently drawn up by the influential Japan Management Association 
recommended restrictions on foreign investment to prevent undue control of 
Japan's industrial activities by powerful foreign interests. It suggested that 
foreign capital be allowed in Japan only where it is considered likely to be helpful 
in improving technical standards, acquiring raw materials, securing overseas 
markets and strengthening economic independence. It also urged that foreign 
investors be debarred from holding more than 50 per cent. of the stocks of any 
Japanese enterprise. : 


Netherlands 


The Budget statement for 1952 estimates expenditure at Ils. 5,616 millions, 
and revenue at Fs. 5,124 millions, leaving a deficit of Fls. 492 millions. The overall 
deficit is the product of an ordinary revenue surplus of Fls. 702 millions, an extra- 
ordinary service deficit of Ils. 491 millions, an Agricultural Equalization Fund 
deficit of Fls. 80 millions and a capital service deficit of Fls. 623 millions. Govern- 
mental expenditure this year is expected to amount to 26 per cent. of the national 
income. 

The Netherlands Bank has temporarily suspended the ban on withdrawals 
from the capital accounts of non-residents domiciled in Brazil, Greece, Austria, 
Turkey and the United States, and in countries with which Holland has a monetary 
agreement for the transfer of capital revenues and amortization payments. The 
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transfer of balances outstanding on June 30 this year is being allowed until 
January I, 1953. Earlier this year 20 per cent. of such accounts had been unfrozen. 

The Netherlands Bank is refusing to purchase Brazilian cruzeiros from Dutch 
private banks. Such balances are, however, transferable between Dutch banks at 
a fixed rate of Fls. 20.54 per Cr. 100. All exchange transactions with Brazil will 
in future be conducted through the free forward market in cruzeiros. This decision 
is the result of the deterioration in Brazil’s balance of payments with the Nether- 
lands and the resulting accumulation in the hands of the Netherlands Bank of 
a considerable quantity of Brazilian currency. 


Pakistan 

The Governor of the State Bank, Mr. Zahid Husain, has declared that Pakistan’s 
decision not to devalue the rupee will not be altered. He told the annual meeting 
of the bank that the Government was determined to maintain the existing rupee 
ratio and would succeed. | 

As evidence that the country’s economy was basically sound, he pointed to the 
bumper crops of jute and cotton, the main sources of foreign exchange revenue. 
He said that it would not be difficult to sell these raw materials as there was a 
ereat demand for them. He declared that Pakistan's price policies were realistic, 
but he advocated an examination of the possibility of bilateral trade agreements 
with manufacturing countries to help dispose of exportable surpluses. 


Rhodesia 


The response to the Southern Rhodesian Government's 5 per cent. long-term 
tap loan has proved disappointing. Subscription lists were opened on March 15 
with the object of filling the major portion of the £7.3 millions deficit in the Govern- 
ment’s accounts, but it is believed that when the lists closed at the end of Septem- 
ber, only a little over half of this amount had been secured. 

On the other hand, there has been a relatively good response to the conversion 
issue offered in exchange for the short-term loan which recently fell due for repay- 
ment. The whole of the {1.7 millions of sterling stock available was taken up at 
33 per cent. for four years. 


South Africa 

The Finance Minister, Mr. Havenga, has expressed the hope that the United 
Kingdom, as the traditional source of South Africa’s overseas capital requirements, 
will be able to continue to play its part in supplying the future needs of the Union. 
He said that such investment had greatly benefited South Africa, but the United 
Kingdom had also derived considerable advantages from it. Pointing out that 
in the current year South Africa had undertaken to sell Britain at least £50 millions 
of her gold output for the purpose of strengthening the central reserves of the 
sterling area, Mr. Havenga asserted that the amount might well be substantially 
greater if British exporters could become more competitive in their prices and 
delivery dates. 

The Minister also said that he expected the value of the Union's combined gold 
and uranium output to rise to £250 millions by 1960, from the present level of 
about {150 millions. In 1953 an increase of {18 millions was anticipated, but 
some millions of pounds would still have to be found to bring the developing mines 
to the production stage. 


Switzerland 


The Swiss National Council (or Lower House) has approved the new coinage 
decree passed in 1950 by the Upper House. One of the first effects of this decision 
will be to give the Swiss franc a fixed gold parity. This will be equal to 0.20322 
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erammes of fine gold. The new decree contemplates the striking of two new coins, 
worth 25 and 50 Swiss francs respectively, to take the place of the present 10, 20 
and 100 franc pieces. But this does not mean that new gold coins will be placed 
in circulation forthwith, as authority to re-introduce gold coins can only be given 
by the Swiss Government. Recently the Finance Minister expressed the opinion 
that it would be a long time before gold coinage re-appeared in Switzerland. 


United States 


Figures released by the Department of Commerce estimate that foreign coun- 
tries Showed a surplus of $382 millions in their payments transactions with the 
United States in the April-June quarter, compared with a deficit for the previous 
three months of about the same amount. Foreign countries’ dollar receipts from 
the United States during the second quarter, at $5,875 millions, were $728 millions 
higher than in the previous three months. Dollar expenditures in the United 
States were $36 millions lower at $5,492 millions. The change was attributed 
primarily to improvements in the balances of payments of the sterling area countries. 

A conference on private investment in overseas countries has recommended a 
change in United States tax policy to afford greater incentives for foreign invest- 
ment. The conference recognized the importance of respect for ‘‘ national senti- 
ments ’’ in countries where development would take place, as well as the need to 
make investment a matter of partnership with the peoples concerned. 

Summarizing the major conclusions arrived at by the conference, Mr. Charles 
Wheeler, Chairman of the International Advisory Board, said that a greatly 
increased flow of investment funds was needed to provide dollar purchasing power 
abroad and thus to avoid a sharp fall in trade. He pointed out that the United 
States’ need for imported raw materials was greatly increasing, and that American 
banks and insurance companies were possibly not doing all they would like to do 
in the way of investment abroad. He also said that many developing countries 
were putting foreign business at a disadvantage through restrictions on capital 
movements and transfer payments. The fear of expropriation was also often 
a deterrent to potential investors. 


Uruguay 

The Banco de la Republica has decided that transactions aris ng from financial 
remittances in the currencies of countries with which Uruguay has payments 
agreements—the United Kingdom, [rance, Belgium, the Netherlands and Western 
Germany—must be carried out in the free markets at rates determined by supply 
and demand. Previously such transactions required official sanction and could 
only take place at official rates. Payments for exports and imports of goods must 
continve to be arranged through the controlled market. This change in official 
policy has resulted in a big increase in the turnover of the free market. 





Appointments and Retirements 





Banque de L’Indochine—Mr. Jean Laurent, general manager and director, died in Paris on 
September 8, after a short illness. Mr. Laurent joined the management of the Banque in 1929, 
and was previously inspecteur des finances. He is succeeded as general manager by the Marquis 
de Flers and Mr. Paul Gannay, joint general manager, has been appointed to the board. 

Barclays Bank—Head Office, Advance Dept.: Mr. F. E. S. Cox, from Piccadilly Circus, and 
Mr. W. M. Isherwood, from 208 Regent St., to be controllers of advances (London district). 
Trustee Dept., S.W. London: Mr. M. W. Lockyer, from West End, to be manager. Bloomsbury: 
Mr. G. R. Jones, from Edgware Rd., to be manager. Edgware Rd.: Mr. N. E. Thurlow, from 
Langham Pl., to be manager. Holborn: Mr. L. J. G. Martin, from Bloomsbury, to be manager. 
Spitalfields : Mr. F. G. Llewellyn, a controller of advances, to be manager. 95 Victoria St.: 
"* “. C. Dubois, a controller of advances, to be manager. Winchmore Hill, Green Lanes: Mr. 
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W. W. Speed, from 19 Fleet St., to be manager. Alford and Spilsby: Mr. E. S. Ellerbeck, from 
Stamford, to be manager. Bishop’s Waltham: Mr. G. H. Sydes, from Fareham, to be manager. 
Boston: Mr. L. M. Fookes, from Sleaford, to be manager. Brixham: Mr. G. D. Pine, from 
Torquay, to be manager. Eastbourre, Seaside: Mr. C. E. Clark, from 63-67 Terminus Road, to 
be manager. Guernsey (St. Peter Port): Mr. R. A. Hill, from Bishop’s Waltham, to be manager. 
St. Leonards-on-Sea: Mr. A. L. M. Ager, from Seaside, Eastbourne, to be manager. Sleaford: 
Mr. R. Nichols, from Alford and Spilsby, to be manager. 

British Bank of the Middle East—Mr. R. V. Buxton, D.S.O., to be chairman on retirement 
of Lord Kennet, who remains a director. Mr. G. C. R. Eley, C.B.E., to be deputy chairman 
British Linen Bank—Langholn: Mr. T. McKail, from Lesmahagow, to be manager on retire. 
ment of Mr. J. W. L. Edwards. 

Clydesdale & North of Scotland Bank-—Glasgow, Anderston: Mr. W. B. Ferguson, from 
Lombard St., to be manager on retirement of Mr. R. H. Kidd. Head Office: Mr. W. W. Wood to 
be secretary on Mr. J. W. Pairman’s retirement. 

District Bank—Fccles: Mr. H. Elly, from Patricroft, to be manager. Patricroft: Mr. J. C. 
Fretwell, from Bournemouth, to be manager. Sevenoaks: Mr. W. E. Wood to be manager. 
Lloyds Bank—#anbury: Mr. H. Collier, from Shrewsbury, to be manager on retirement of 
Mr. H. T. Lefeaux, O.B.E., M.C. Ludgate Hill, E.C.: Mr. J. B. Everritt, from Piccadilly, to be 
manager. New Wilton: Mr. G. C. E. Weeks, from Folkestone, to be manager on retirement of 
Mr. A. S. Page. 

Midland Bank— Admiral of the Fleet Sir Philip Vian, G.C.B., K.B.E., D.5.0., and Lt.-Colonel 
John Philip Hunt, T.D., J.P., have been elected members of the board and of the board of the 
Midland Bank Executor and Trustee Co., Ltd. London—337 King’s Rd.: Mr. S. M. Davies to 
be manager on retirement of Mr. T. P. Barnes; Kentish Town: Mr. B. H. James to be manager 
on retirement of Mr. A. Riley; 219 Edgware Rd.: Mr. R. S. Daniels, from Victoria St., West- 
minster, to be manager on retirement of Mr. H. F. Green; Palmer’s Green: Mr. S. F. Berwick, 
from Old Bond St., to be manager. Caernarvon: Mr. P. W. Morris, from Llandudno, to be manager 
on retirement of Mr. W. P. Williams. West Croydon: Mr. W. E. Constable, from Cheam, to be 
manager on retirement of Mr. P. H. Carr. Dorchester: Mr. J. T. Johns, from Helston, to be 
manager. Gateshead, Granville Hse.: Mr. R. F. Patten, from Newcastle-on-Tyne, to be manager 
on retirement of Mr. A. B. Wilkinson. Llandudno, Mostyn St.: Mr. W. 1. Jones, from Penarth, 
to be manager. Oswestry: Mr. W. C. Kingdon, from Dorchester, to be manager in succession to 
the late Mr. R. W. Parry-Williams. S?f. Neots: Mr. E. Naylor to be manager on retirement of 
Mr. H. P. Emsley. Thornton Heath: Mr. J. Stowers to be manager of this branch, formerly 
under the same management as West Croydon. Tolworth: Mr. C. Howgate, from Palmer’s Green, 
to be manager on retirement of Mr. A. E. Webb. 

National Bank of New Zealand—The Rt. Hon. Lord Freyberg, V.C., G.C.M.G., K.C.B., 
K.B.E., D.S.O., to be a director. 

National Bank of Scotland—Vusselburgh: Mr. H. C. Rodger, from Head Office, to be manager 
on Mr. R. G. Gray's retirement. 

National Provincial Bank—Head Office, Advance Dept.: Mr. S. Roberts to be a joint chief 
controller; Mr. D. S. Morris to be a controller. Great West Rd. Corner: Mr. G. W. Teed, from 
Princes St., to be manager. Long Acre: Mr. H. H. C. Gauld to be manager on retirement of Mr. 
R. J. Martin. Bedford: Mr. B. A. Clark, from Leicester, to be manager on Mr. H.. D. Gibson's 
retirement. Birmingham, Horsefaiy: Mr. E. Morris to be manager. Cheltenham: Mr. C. P. B. 
South, from Ryde, to be manager on Mr. H. F. Lake’s retirement. Chesterfield: Mr. G. 5. Jones, 
from Birmingham, to be manager. Coventry: Mr. J. P. Wood, from Chesterfield, to be manager. 
Kingston-on-Thames: Mr. C. G. Hasemore, from Bedford Row, to be manager on Mr. R. S. 
Smith’s retirement. Pembroke: Mr. T. M. Williams, from Pwllheli, to be manager on retirement 
of Mr. S. Evans. Ryde, High St.: Mr. A. Robinson to be manager. Seaford: Mr. E. C. Mallett 
to be manager. 7o be Inspectors of Branches: Mr. W. G. Adams, from Leeds, and Mr. 5. V. 
Owen, from Bradford. 

Royal Bank of Scotland-——Sir Eric Ashton Carpenter, O.B.E., has been elected an ordinary 
director. Glasgow, Cowcaddens: Mr. P. Bennett, from St. Vincent St., to be manager on retire- 
ment, owing to ill health, of Mr. J. F. M. Miller. Selkirk: Mr. A. Kellie, from Ayton, to be 
manager in succession to the late Mr. McPhail. 

Union Bank of Scotland—Paisley, Wellmeadow: Mr. R. W. Wylie, from Paisley, to be manager 
on retirement of Mr. R. J. Smith. 

Westminster Bank—Head Office: Mr. L. P. Galpin to be a controller; Mr. E. W. Spalding to 
be an assistant controller; Mr. H. E. Burdett, from Royal Exchange, Manchester, to be an 
inspector of branches. Dunstable: Mr. H. I. Wright, from Luton, to be manager on retirement 
of Mr. W. J. Everitt. Hastings: Mr. J.C. Campbell, from Sheerness, to be manager on retirement, 
owing to ill health, of Mr. E.G. Smith. Kingston-on-Thames: Mr. R. W. E. Gilbert, from Orping- 
ton and Farnborough (Kent), to be manager in succession to the late Mr. J. N. Clemow. Marylebone 
(Oxford St.): Mr. E. C. Rowley to be manager on retirement of Mr. N. I. Tosland. Manchester, 
Royal Exchange: Mr. H. N. Knight, from Trafford Park, to be manager. Sheerness: Mr. L. Fry, 
from Hythe, to be manager. . 
Williams Deacon’s Bank—Sir Eric Ashton Carpenter, O.B.E., J.P., has been appointed 
chaitman in succession to the late Sir Walrond Sinclair, K.B.E. 
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‘“‘ Risk *’ Assets 
Liquid Assets — 
Net — Invest- Combined 
Averages Deposits Actual Ratio T.D.R.s ments Advances’ Ratio 
of Months: mn. émn. %, £mn. #mn. yA 
I92I 1,759 6050 35 — 325 533 64 
1922 5,727 055 37 — 391 750 64 
1923 1,625 551 35 — 350 701 67 
1924 1,618 545 33 — 341 So8 69 
1925 1,010 539 32 --- 286 856 69 
1920 1,015 532 32 — 205 S92 70 
1927 1,061 553 32 — 254 925 69 
1925 I,7II 594 33 — 254 945 O8 
1929 1,745 505 32 — 257 ggI 69 
1930 1,75! 590 33 — 255 963 68 
IQ3I r,745 500 32 — 301 Q19Q 69 
1932 1,740 OI 34 — 348 544 67 
1933 I,900 O05 34 — 537 759 60 
1934 1,934 57° 31 a 500 753 70 
1935 I,95I 623 31 a O15 709 69 
I9 30 2 oSS 602 32 — OIT4 S39 68 
1936 2,160 713 32 —_— 643 S05 68 
1937 2,225 683 30 cobs 652 954 aia 
1938 2,218 6072 30 mae 637 976 71 
1939 2,181 648 29 -— 605 g9gI 7I 
1940 2,419 735 31 73 666 955 65 
1941 2,863 670 23 495 894 5558 59 
1942 3,159 712 22 642 1,069 797 57 
1943 3,554 723 7O 1,002 1,147 747 52 
[944 4,022 735 19 1,357 1,105 750 46 
1945 4,551 SSO 19 I,S11 I,150 765 41 
1946 4,932 1,250 25 1,492 1,345 S838 44 
1947 5,403 I,040 29 I,305 1,474 I,107 46 
1945 5,713 1,703 29 1,284 1,479 1,320 47 
1949 5,772 1,920 32 953 1,505 1,440 49 
1950 5,511 2,345 39 430 T,505 1,603 52 
I95I 5,931 2,305 35 247 1,624 1,522 56 
1951: 
Oct 5,951 2,423 39.1 177 1,555 1,597 557 
Nov. 5,973 1,931 32.0 108 2,033 1,925 64.0 
Dec. 6,035 2,100 33.2 IO2 I,966 1,931 O1.5 
1952: 
Jan. 5,955 2,092 33.8 66 1,954 1,912 62.3 
Feb. 5,690 1,874 31.9 15 1,944 1,933 65.8 
March 5,685 1,872 31.8 — 1,935 1,946 66.0 
April 5,715 1,895 31.6 —- 1,934 1,953 64.9 
May 5,007 1,944 32.9 1,932 1,591 64.8 
June 5,317 >, 106 34.7 1,917 1,860 62.3 
July 5,344 2,175 35.9 1,917 1,823 61.7 
August 5,505 2,205 37.4 1,918 1,755 60.7 
sept. 5,927 E327 35.0 1,921 1,745 59.9 
* Ten clearing banks for 1921-35, thereafter eleven; the first, and italicized, line for 1936 
adjusts the official figures to exclude the District Bank, and thus helps to join the break in con- 
tinuity of the series. 
Floating Debt 
Oct. 20, Sept. 30, Oct. 4, Oct. 11 Oct. 15, 
195! IQ52 1952 1952 195 
Ways and Means Advances: ém. fm. fm. fm. {m. 
Bank of England - — 8.3 —- -—— “ 
Public Departments - 371.0 278.8 258.9 248.0 288.0 
Treasury Bills: 
Tender 3250.c | ion 5 (tee, 7 om gy 
Tap - 2315.4 f 4994-0 | 1471.8 f eal 434°: 
Treasury deposit receipts... 200.0 a — — — 
6136.5 4541.6 4350.7 4568.6 4630.1 
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BANKING STATISTICS 31] 
. ™ bd 
National Savings 
(£ millions) 
ine Savings | Savings 
bined 7 - . ] ) f > A Qe >; oe C rt ' D »f > ‘- Q. rt oe 
tio Certi- eience Savings -erti- elence Savings ~ 
| ficates Bonds Banks Total | ficates Bonds Banks Total 
; (net) (net) (net)* Small (net) (net) (net)* Small 
, m48 I... 290.4 - 29.9 54.6 54.1 1950 Oct. —-1.2- 2.2 8.8 5-4 
t 1... +~2.3 = 38.2 13.7 = 19.8 Nov. “i 2G = 25 3.7 - 2.0 
IIIT .. - 4.5 -— 20.3 6.4 -— 18.4 Dec. —- 4.4 - 2.4 -16.8 -— 23.6 
y 4 O 2) = 
IV .. -—-7.2—- 5.8 8.3 - 4.7 1951 Jan. .. — 1.5 — 2.0 15.0 11.5 
( . 
Feb. .. 19.3 2.I - 5.9 15.5 
OD - pe P > = >) ~m 
. ro49 I a. 7.3—> 1.4 §2.2 58.1 Mar. .. 9.7 3.8 + §.8 7-7 
: Hw. *@ SS Ose 8.6 6.7 April .. 7.7 ~ D2 > bel 6.1 
: WI .. —-7.6= 4.8 -— 2.7 -— 15.1 May 2.9 ~ O23 —14.7 ~ 32.1 
e IV... —-8.9—- 5.1 - 3 2 - 17.2 June 4.9 0.2 =82,0< 7.7 
: July I.2- 0.7 -16.8 — 16.3 
J — Aug. .. -—0.5 -— 5.1 -— 4.6 — 10.2 
of 1050 [f .. =—- 5.5 - Q.I 30.6 22.0 Coe ‘ as riage 
II “$0.0 - 9.6 6.4 —- 14.1 >, al Cee ee 73 J-/ 
6 . -4 4- ae " > 2 
r . ri i. aw I.Oo - a - ee 6.0 
0 [II .. -13.6- 7.5 —- 2.4 - 23.5 “ab ies a igi 
Q LV oe ~ 5.6 - 7°3-~ 4-3 ~- 20.2 it ela “ra ae en ae 
| . Dec. .« ~ O14 = 3.4 37.5 ~ 20.3 
‘ ; 
1952 Jan. .. O.2—- 4.0 7.4 ie 
. 195! [ .. 27-: 3-9 3-3 34-7 Feb. .. £3 7.3 2.3 so 
sf “ 4 aIs5 — OE — 20.9 — 83-7 Mar. .. 3.7 — 15.9 5.5 6.7 
— y — —< “ > ° 
I ITI is 10.3 11.5 20.8 April... - 2.6 - 7.1 4.6: 4.3 
I IV .. -— 0.1 - 21.4 —- 1.0 — 22.5 May .. - 3.8 - 11.6 — 5.6 — 21.0 
) June .. -—1.5- 7.2 4.2 — 12.9 
J m52 I .. 5.6 —- 27.2 15.3 - 6.3 July .. — 3.7 —- 7-7 18.3 - 29.7 
/ If .. — 7.9 — 25.9 — 4.4 - 38.2 Aug. .. — 0.9 — 10.2 — 3.1 - 14.2 
; III [1.5 — 11.3 — 24.9 — 34.7 Sept. .. 6.1 6.6 — 3.5 9.2 
) . ~ 
' * Including Release Benefit Accounts from July, 1945. 
4 a 
6 Britain's Gold and Dollar Reserves 
7 (Millions of U.S. dollars) 
9 Net Financed by : Reserves 
: Deficit ———_————  —  — —__—_—_—__—_ ant end Of 
0 Years and U.S. and Purchases S. African Change Period 
Quarters Canadian from Gold American in 
5:7 Credits I.M.F. Loan Aid Reserves 
4-0 1940 ie ». — 90d 1123 —- — — +. 220 2696 
1.5 1947 e a *e —4I31 pe, 273 240 = = —— — 615 2079 
1945 - »- -I71I0 352 125 325 652 — 22: 15560 
2.3 1949 ‘A ». —1532 116 52 - 1196 — 168 1688 
5-9 1950: i .. +805 45 — — 762 +1612 3300 
~~ 1951 
2 I ea .. +360 — —_— —_ 98 + 458 3758 
4°! I] 7 .. + 54 ~— — — 55 + 109 3867 
sid III — .4 — 635 —- — — 40 — 595 3269 
: / I\ a .. = 940 -- — — 6 — 934 2335 
i Total, 1951 .. —I164 ~ = — — 199 — 965 2335 
1930 weucnenen aowasiiaall _——— a iui ee ee ee ae 
} con- 1952: 
January .. — 299 —- — — —_ — 299 2036 
February .. .. — 266 — — — me — 260 177° 
March 3 i. - | — = aaa : aa 70 1700 
t. 18 aeons seen sens — — —_—— enn 
1952 I - .- — 636 - — — I — 635 1700 
fm. sommiemion eee ee — — — — 
— April 3 .. — 63 — — — 25 — 38 1662 
288.0 May - .. = 65 —- — ~— SI + 16 1675 
June a .. — 88 — — ~-- 95 + 7 1685 
8.1 bg e wa Re — a er pilin pitt 
34 | II We -. — 216 ~—. — — 201 -- 15 1685 
eres July - -. = 30 — — — 61 + 31 1716 
pat August .. .. — 89 a ~ — 45 - 44 1672 
September -. — 4 — — = 27 + 13 1685 
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